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T this time of year The Home Insur- 
ance Company reports on its activi- 
ties of the previous year. The figures, 
the numbers, the dollars and cents have 
been summed up. They show the finan- 
cial position of the Company and they 
have much interest for 
stockholders. That is proper. 

But insurance is a great deal more 
important than just dollars and cents. 
Insurance deals with people. You can't 
show on a balance sheet what it means 
to a man when fire or other catastro- 
phe wipes out his life’s work. You 
cant put a that 
enables you to work and plan for the 
future that it 


all be 


human 


investors and 


price on protection 


with assurance won't 


undone at a single stroke. In 
values, 


the services of insur- 
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United States Government Bonds. . . 
Other Bonds ... . She ak, “Se =a 
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Trust C ompanies a a 2. ae 
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NE 5 a 8 eh eee ae ae 
ee ee 
Agents’ Balances or 
ums. less than 90 days due. . . . 
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Total Admitted Assets .. . 


LIABILITIES 


Reserve for Unearned Premiums. . . 
Unpaid Losses and Loss Expenses . . 
po 
Reserves for Reinsurance. . . . . . 
Dividends Declared . . . . .... 
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Total Liabilities . . . . . . 


Capital Stock . 
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NOTES: Amortized 
in the 
ties have 
Association of 


Bonds carried at $5,766,396 
above balance sheet are 
been valued in accordance with the 
Insurance Commissioners. Based 
market quotations for all bonds and _ stocks 
Assets would be $393,830,412 and 
would be $170,974,530. 


deposited as 


BALANCE SHEET 


Uncollected Premi- 


Surplus as Regards Policyholders 


Value 
required by 
requirements of the National 
on 
owned, 


the Surplus as Regards 





Year’s report of a 


Company Built on Friendship 


ance are almost beyond the ordinary 
yardsticks of price and value received. 
More 


of business, 


than almost any other 
insurance is based on the 
true principles of friendship. The first 
attribute of a friend is that he will 
come to your aid when you need it 
most—and that is exactly what in- 
surance is designed to do. Secondly, 
a friend is somebody you know, 
body who is interested in 
practically every city, town and village 
across the nation there is a represen- 
tative of The Home. He is The Home. 


type 


some- 
you. In 


Through him, the Company extends 
its protection to you. Through him, 
when loss occurs, that guarantee is 
made good. Through him, The Home 
is your friend. 
weet it wi 
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On the 
birthday, 


eve of celebrating our 100th 
we look back on 1952 as an 


eventful and resultful year for The 
Home Insurance Company. It is a 
great satisfaction to all The Home 


tamily employee and management, 
producer stockholder — to 
that their year’s work can be counted 
things for many 
troubles 


people 


and know 


in terms of good 
suffering averted, 
mind for 


people... 
overcome, peace of 


everywhere. 
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Cover Picture . . . A section of Standard 
Oil Co. (N. J.) Elk Basin oil field in 
Wyoming, where petroleum is the top rank- 
ing mineral product. Of all the states, 
however, Texas held first place in crude 
petroleum production in 1951 (latest avail- 
able figures) while California, Louisiana, 
Oklahoma, Kansas and Wyoming followed 
in that order. This six billion dollar industry, 
through its various operating and holding 
companies, offers investment opportunities 
ranging from the highly speculative to the 
thoroughly conservative. In recent years it 
has attracted increasing amounts of trusteed 
funds and today is represented in the equity 
section of almost all Common Trust Funds. 
Developments in the oil fields of Canada, 
Iran and Arabia, as well as in the Gulf of 
Mexico, are followed with interest by con- 
sumer and investor alike. 
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Trust Conventions Set 


Two regional trust conferences—in 
San Diego and in Chicago—will be held 
this year under the auspices of the Trust 
Division of the American Bankers Asso- 
ciation. In San Diego, the 27th Western 
Regional Trust Conference will be held 
at the Hotel del Coronado on October 28 
and 29. In Chicago, the 22nd Mid-Con- 
tinent Trust Conference will be held at 
the Drake Hotel on November 4 and 5. 


The American Bar Association’s Sec- 
tion of Real Property, Probate and 
Trust Law will meet in Boston, August 
17 to 19, at the Somerset Hotel. 


To Serve You 
in Canada 


* 


Our business is that of a trust 
company; we are not engaged in 


banking. 


Incorporated and organized in 
1889, we now have assets aggre- 
gating hundreds of millions of 


dollars under our administration. 


If you have, or want to acquire, 
any kind of property in Canada, 
we can serve you. Our Managers 
and Trust Officers are expe- 
rienced and reliable, and we be- 
lieve our Investment and Real 
Estate Departments have excep- 
tional ability and facilities for 
advising and aiding those who 
wish to participate in the devel- 
opment and expansion of Can- 


ada. 


* 


MONTREAL 
TRUST 
Company 


Head Office: 
511 PLACE D’ARMES, MONTREAL 


Other Offices In — 


HALIFAX TORONTO WINNIPEG 
CALGARY EDMONTON VANCOUVER 
VICTORIA CHARLOTTETOWN 


ST. JOHN’S, Nfid. LONDON, ENG. 
NASSAU, B. W. I. 


163 








EDITORIAL... 


TRUSTS FOR GOVERMENT QFFICIAIS =} 


Use Can Avoid Penalizing Stockholders p this 


| peony LAWs—starting with the Act creating the Treas- 
ury Department in 1789—restrict the rights of indi- 
viduals serving in Federal Government posts to hold finan- 
cial interests in business organizations. Consolidated in a 
single statute in 1948, the restriction is one which has the 
desirable and necessary objective of preventing such officials 
from gaining therefrom “. . . pecuniary profits or contracts 
of any corporation, joint-stock company, or association, or 
of any firm or partnership, or other business entity.” 


But the effect of the present law, or its current interpre- 
tation requiring divorcement of stock or partnership inter- 
ests, is to penalize severely many of our ablest and most 
public-spirited citizens, or debar them entirely from govern- 
ment service. The Secretaries of Defense, the Army and the 
Air Force have testified that forced sale of such interests 
created hardship that seriously hampered the filling of key 
posts with high calibre executives. 


Such action is not necessary to achieve the purpose and 
spirit of the law, does not solve the problem. and in fact 
leaves the door open to evasion by the unscrupulous, against 
whom it is directed. As David Lawrence remarked in his 
syndicated column of January 25th, such sale of stock 


“doesn’t solve the problem of ‘conflict of interest;’ it really 
makes matters worse in the future ... It means that 
some of the most capable men in America will hereafter 
refuse high government posts rather than undergo either 
the innuendos of lack of integrity or the financial sacrifices 
involved.” 


The real solution would seem to lie in the trusteeing of 
any controversial stockholdings or other financial interests, 
in a limited-term irrevocable trust with a bank or trust com- 
pany which is itself under government regulation and exam- 
ination. A detailed proposal to this effect was made by the 
publisher of this magazine to certain top government officials 
in mid-January, in the following terms: 


There is precedent for using an irrevocable trust with- 
out imposing gift tax, provided certain powers are retained 
by the trustor. In the case of a trust with a Wilmington 
bank, such a trust was ruled non-taxable as a gift as 
the trustor had reserved power to change portions of 
income to named beneficiaries. The same tax status might 
well apply where a trust was irrevocable for a limited 
period, and answer the problem of divorcing government 
officials from pecuniary benefit without the penalty of 
outright sale of stock. May I suggest the following: 


1. Place controversial holdings in an irrevocable trust 
limited to the period or duration of government service 
or a year following. 


2. Provide in the agreement that any excess of income 
over the previous year (to entering government service) 
be given to recognized charity. 


3, Provide that any excess of market value of principal 
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at termination of service, over value at start, go to | 
recognized charity. 
4. Reserve, if necessary, voting rights to trustor. 
5. Appoint a bank trustee, as it is subject to Governmental 
examination. ® The 
6. If necessary to meet the spirit and letter of Sec. 434, /@ VeTy 
U. S. Code, Title 18, designate as income beneficiaries, | as fe 
for the duration, such as are not subject to interpreta- | C 
tion as directly or indirectly associated. This would of . 
course penalize the trustor for the period, and amend. stud 
ment of Title 18 might be worthwhile considering the § grat 
present and potential injustice. 3 ofd 
Providing for any excess income or principal values to |} meni 
go to charity should not only meet the spirit of the law @ area 
but also be good public relations, and would avoid any 7 
possibility of public misunderstanding of evasion via a 7 
“friendly” sale or separate agreement. Ra 
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In his column of January 25th, Mr. Lawrence further | Ty 
stated that Mr. Wilson had been reported as offering “not hank 
. : an 

only to trustee his stock but to derive no benefit at all from | 











BUREAU OF ENGRAVING AND PRINTING 
its appreciated value during the time he was in government 
service and also to give to charity such dividends as might 
result from the increase in value.” “This offer.” he said, 
“did not satisfy Senatorial sentiment.” 


It should be borne in mind, however, that the Senate was 
working under heavy and urgent responsibilities, and further | W 
that the unique advantages and protections of the trust device 4 Pi 
are not as well known as they deserve to be outside profes- |! Calif, 
sional circles. Subsequently, the Associated Press carried) Ror, 
a report (which was neither confirmed nor denied) that} lawy, 
President Eisenhower had placed his personal assets in an} Trust 
irrevocable trust “so that he could not be accused of letting} “Som 
personal finances influence his decisions.” This would seem] tates 
to set a most honorable and wise precedent and permit} his t 
absolute assurance to the public that government office car-} 2"4 i 


ried with it neither extra perquisites nor excess penalties. -* 
The 


Further study should demonstrate the peculiar ability of tail ; 


a properly constructed trust fund to best serve the intent Ste 
and objective of the law and to eliminate a discrimination j;_.,. 
against property-holders, who are entitled to its protectionf nq ; 
rather than penalty. It is to be hoped that appropriate cor-§ socjat 
rective legislation would also eliminate any gift tax questions. presic 
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Industrial Retirement Plans 
Surveyed 


The studies of industrial pension re- 
tirement plans undertaken by The 
Bankers Trust Co., New York City, 
starting with 1943, have been continued 
in the fifth edition of “A Study of In- 
dustrial Retirement Plans” which spans 
from early 1950 through late 1952. In 
this compilation of material received 
from employers, actuaries, insurance 
companies and published sources, the 
reader has access to the terms of the 
plans of 235 companies in 65 industries 
and covering some 3.000.000 employees, 
or more than 25% of all those currently 
covered by industrial retirement plans. 
The sponsoring companies range from 
very large corporations to those with 
as few as 250 employees. 


Company executives, as well as other 
students of this subject, owe a debt of 
gratitude for this painstaking roundup 
of data which details the latest develop- 
ments in this tremendously important 
area of management-labor relations. 


AAA 
Ratio of Trust Earnings Off 


Trust department gross earnings of 
banks in the Second Federal Reserve 


| District (New York) last year averaged 


'} 2.9% of total earnings of banks report- 
} ing trust earnings of more than negli- 
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gible amounts. This represented a slight 
drop from the 1951 ratio of 3.1%. 
Manhattan banks naturally showed 
higher ratios: 7% for 1952 and 6.9% 
for the preceding year. 

In the Tenth Federal Reserve Dis- 
trict (Kansas City) the ratio of trust 
department earnings remained 2.5%, 
with the $50 million banks (deposits) 
showing an average of 4.5%. 


A @ Bb 
Bank Host to Bar 
Walter L. Nossaman of Brady, Nossa- 


+man and Paulston, Los Angeles, and 


California legal editor of TRUSTS AND 
Estates, recently addressed about 275 
lawyer-guests of The First National 
Trust and Savings Bank of San Diego on 
“Some Practical Problems Affecting Es- 
tates and Trusts.” Detailed outlines of 
his talk were furnished the attorneys, 
and it was observed that they were used 
for a good deal of note-taking. 


The discussion was followed by a cock- 
tail party and dinner, with Trust De- 
partment officers acting as hosts. The 
dinner program was limited to music 
and introductions of Sandiego Bas As- 
sociation officers and First National’s 
president, Anderson Borthwick. 
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First Estate Planning 
Scholarship Awarded 


The first $500 scholarship in estate 
planning to be awarded in the Univer- 
sity of Oklahoma College of Law by the 
Liberty National Bank and Trust Co. of 
Oklahoma City has been granted to 
Robert B. Looper, a senior. 


Frank A. Sewell, president and chair- 
man of the trust company, made the 
formal presentation of the research 
scholarship at a dinner in the bank on 
February 12, following a tour of the 
bank by senior law students and faculty 
members. 


The annual scholarship, first of any 
major consequence in the College of 
Law, was created last September to en- 
courage interest in sound estate planning 
among law students. The winner is 
chosen by the faculty on the basis of 
academic achievement and ability to do 
scholarly legal writing. In order to be 
eligible for this scholarship, a student 
must have completed courses in taxa- 
tion, wills, trusts and real property. 


A A A 


Trusts Up in Two 
Commonwealths 


Personal trust funds administered by 
state banks in Massachusetts and Penn- 
sylvania showed fair gains in totals dur- 
ing 1952. In the Bay State, the figure 
was $1,653,.622,000 on December 3lst, 
compared with $1,570,558,000 on De- 
cember 31, 1951. The Keystone State 
showed an advance of $115,322,394 to 
$3,463,036,529. Corporate trusts in 


Pennsylvania made similar strides with 
a rise of $106,696,925 to $3,520,007,182. 


Massachusetts’ Commissioner of 
Banks also reports asset diversification 
in trust accounts. Slight changes are in- 
dicated in the major categories: stocks 
remain a fraction under 50% and gov- 
ernment, state and municipal bonds 
slipped to just about one-third. These 
declines were a little more than made up 
by the better than two point increase in 
other bonds to nearlyy 11%. 


A A A 


Member Firm Incorporation 
Permitted 


Effective May 1, 1953, member firms 
of the New York Stock Exchange will be 
permitted to incorporate or to establish 
corporations as subsidiaries. After many 
unsuccessful tries over past years, a 
majority of members voted the proposal, 
announced to the public on March 6th. 
The impression prevails throughout the 
Street that some of the proponents of 
the plan, principally the large wire 
houses, plan to incorporate soon. 

The advantages are three: it will 
strengthen financial structure by permit- 
ting the deduction of non-taxable re- 
serves; it will insure the continuity of 
the organization; it will enable both em- 
ployees and partners to participate in a 
pension fund for which tax-free amounts 
may be set aside. Under the present law, 
this is not possible for a partnership. 
The public will be protected, as in the 
past, by the Exchange’s rigid capital re- 
quirements, which will be equally ap- 
plicable to firms and corporations, 





The 1953 convention of the New York State Bankers Association will be held on a cruise 

aboard the Furness Line’s Queen of Bermuda, shown above in the harbor at Hamilton. 

The cruise — the association’s third to the island but the first since 1939 — will leave 
May 23 and return May 28. 
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CLIFFORD REGULATIONS INVALID 


Circuit Court Voids Short-Term Trust Rules 


Y THE UNANIMOUS OPINION of the 

Seventh Circuit Court of Appeals in 
Commissioner v. Clark,! announced on 
February 19, 1953, the Treasury re- 
ceived one of the most startling set-backs 
in recent years. The case involved the 
validity of an important and integral 
portion of the notorious Clifford regu- 
lations and the Court not only held this 
portion void, but indicated that had its 
provisions been specifically enacted by 
Congress in statutory form the Court 
would have declared them unconstitu- 
tional, as in violation of the Fifth 
Amendment. 


The Clark case is the first decision of 
any court in which the fundamental 
validity of the Commissioner’s Clifford 
regulations was squarely raised and 
squarely decided. The portion of the 
regulation in issue was the selection of 
a minimum term of ten years as a sole 
criterion governing the taxation of trust 
income to its grantor.” In holding the 
income of the particular trusts before it 
not taxable to the grantors, the Seventh 
Circuit based its decision upon four dis- 
tinct grounds, each broader in scope and 
further removed from the precise factual 
situation involved, yet any one of which 
would have been sufficient to sustain the 
result. The Court explicitly stated that 
it considered the broader grounds for 
its decision as the more important. 
Hence the drastic implications of this 
decision cannot be dispelled by labelling 
the Court’s language as mere dicta. 


The Facts 
On December 1, 1941, Ruth S. Clark 


and her sister each executed separate 
trusts transferring corporate stock for 
the benefit of a Foundation whose pur- 
pose was the erection and maintenance 
of a home for the aged. The Foundation 
was qualified as a charitable entity un- 
der Code Section 23(0)(2). It was 

i_—. F, (2d) ——, 535 CCH par. 9217, aff’g. 17 
TC 1857 (1952). 


*Reg. 111, Sec. 29.22(a)-21(c), which provides: 
“Income of a trust is taxable to the grantor where 
the grantor has a reversionary interest in the cor- 
pus or the income therefrom which will or may 
reasonably be expected to take effect in possession 
or enjoyment — (1) within ten years commencing 
with the date of the transfer .. .”’ 
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named as the trustee and was the sole 
income beneficiary. Each trust was ir- 
revocable for five years and at the ex- 
piration of this term (December 1, 
1946) the original corpus was te be re- 
turned to the grantors “without accruals 
or additions because of income or 
profits.”* On December 1, 1942, the 
grantors irrevocably extended the term 
for an additional five years to December 


1, 1951. 


The Foundation was controlled by a 
board of nine directors, six of whom 
were unrelated local citizens, one was 
the husband of one of the grantors, one 
was a brother, and one a brother-in-law. 
The Tax Court had found as a fact that 
no powers over disposition of the income 
or administration of the trusts had been 
retained by the grantors,* and that they 
at no time had directly or indirectly at- 
tempted to influence the decisions of the 
directors. 


In the year 1946 each trust had a net 
income of $42,750. In that year the net 
taxable income of one of the grantors 
was about $13,600, and of the other 
about $14,900. The deficiencies assessed 


8The opinion states that the trust provided “that 
only a currently equivalent number of shares” of 
the stock originally transferred to the trustee was 
to be returned to the grantor at the end of the 
term. 


*The trustee, i.e. the board of directors of the 


Foundation, was given “full and complete control 
of the trust assets.” 


by the Commissioner for this year, based 
sclely upon including the trust income 
in that of the grantors, were $27,900 
and $28,800, respectively. 


The Tax Court Decision 


The Commissioner claimed that the 
grantors were taxable under Code Sec- 
tion 22(a) and the doctrine of Helvering 
v. Clifford.® He relied entirely upon the 
ten-year minimum term prescribed in the 
regulations,® contending that under an- 
other provision in the regulations’ the 
term of a reversionary trust starts to run 
anew on the date of any extension of the 
term; consequently, the term must be 
construed as starting on December 1, 
1942, the date of its extension for an 
additional five years beyond the termin- 
ation date initially selected, and, as thus 
construed, it was a nine-year trust start- 
ing December 1, 1942 and expiring 
December 1, 1951. Deficiencies had orig- 
inally been assessed for the years 1944 
and 1945, but as the Clifford regula- 
tions apply only to taxable years com- 
mencing after 1945,° and as the Com- 
missioner had no authority for his posi- 
tion other than his own Clifford regula- 
tions, it was stipulated that there were 
no deficiencies for these earlier years. 


A majority of the Tax Court, after 
referring to the Commissioner’s conten- 
tion that this was a nine-year trust and 
thus taxable to the grantor under the 
regulations, stated: 

“However, the decision here is con- 


trolled by court decisions on short- 
term charitable trusts.” 


As no court decision had ever held a 


charitable trust with a term as long as | 


nine years taxable to its grantor be- 


5309 U.S. 331 (1940). 
®Quoted in note 2 above. 


™Next to last paragraph of Reg. 111, Sec. 29.22 
(a)-21(c), which reads: “Any postponement of 
the date specified for the reacquisition of posses- 
sion or enjoyment of the reversionary interest is 
considered a new transfer in trust commencing 
with the date on which the postponement is effect- 
ed and terminating with the date prescribed by 
the postponement. But income for any period shall 
not be taxable to the grantor by reason of the pre- 
ceding sentence if such income would not be tax- 
able to him in the absence of such postponement.” 


STD 5488, CB 1946-1, p. 19, first published in 
December, 1945. 
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cause of the shortness of the term, and 


| several had held charitable trusts of 


ter 
ell- 
ind 


the 


on- 
ort- 


much shorter duration not so taxable, a 
majority of the Tax Court concluded 
that the trust income was not taxable to 
the grantors under Section 22(a) or the 
Clifford doctrine. The majority stated 
that they did not think either the Clifford 
case or the Clifford regulations “were 
intended to or do apply to the income of 
a trust such as we have here.” 


The Dissenters 


One Tax Court judge dissented on the 
ground that “a regulation has the force 
and effect of law, unless it is an unrea- 
sonable interpretation of the statute.” 
He does not state what statute (presum- 
ably Section 22(a) which defines in- 
come, but says nothing about who shall 
he taxed with the income so defined) 
but apparently concludes that the regu- 
lation is a reasonable interpretation of 
it because “it is not enough merely to 
conclude that they are distinguishable 
from and not controlled by the decision 
of the Supreme Court in Helvering v. 
Clifford, ..., but are controlled by our 
decision in Mary Louise Bok, 46 B.T.A. 
678, decided prior to the promulgation 
of the said regulation.”® Although this 
seems a non sequitur, it does indicate 
that in the opinion of this member of the 
Tax Court a Treasury regulation, with 
no intervening change in the statutory 
law, can overrule a decision of the Tax 
Court. 


Two other Tax Court judges dissented, 
stating that in their opinion the case was 
governed by the Clifford regulations, 
that the Supreme Court itself in the Clif- 
ford decision recognized that “regula- 
tions may be an appropriate guide in 
disposing of cases in this field,”!° and 
that they “cannot say that these regula- 
tions are inconsistent with the statute.” 
The latter seems logically unimpeach- 
able, as the operational provisions in the 
regulations occupy a different universe 
of discourse than the definitional terms 
in Section 22(a), which again it is pre- 
sumed is the statute referred to. 


The Seventh Circuit Decision 


Upon the Government’s appeal, the 





*The Bok case, which was affirmed in 132 F. 
(2d) 365 (CCA 8rd, 1942), was a three year trust 
having as its beneficiaries a charitable corporation 
and thirty-three aged, infirm, or needy individuals 
not closely related to the grantor. The trustees 
were the grantor’s two sons and a third indepen- 
dent trustee. The Court held that in the absence 
of legislation the Clifford doctrine could not be ex- 
tended to such a trust. 


_ }°The Government made much of this point in 
its brief filed with the Seventh Circuit, stating 
that the regulations “were promulgated pursuant 
to an invitation extended by the Supreme Court” 


n}[i® the Clifford case and repeated in Harrison v. 


chaffner, 312 U.S. 579 (1941). 
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grantors’ attorney relied upon four 
grounds. 


(1) Ten-year trusts. The trusts were 
for ten years, from December 1, 1941 to 
December 1, 1951. The term of the trusts 
had been extended three years before the 
regulations were first issued, so that when 
the regulations first became effective in 
1946, they were then ten-year trusts. 


The Court said that it agreed with this 
contention, but it is not clear whether the 
Court is holding the extension provision 
of the regulations’ invalid, or is merely 


NQuoted in note 7 above. 
12Jt is the writer’s opinion that the Court would 





In 
Philadelphia... 


holding that it cannot be applied retro- 
actively to apply to a trust whose term 
had been extended before the regulations 
were promulgated. At any rate it is evi- 
dent from the opinion that any exten- 
sions of the term of a trust made prior 
to January 1, 1946, do not determine 
the date of the transfer in trust for the 
purpose of determining the term of the 
trust under the ten- and fifteen-year rules 
in the Clifford regulations; such trusts 
must be treated as created on the date 
of the initial transfer in trust.!* 

not have held the extension portion of the regula- 


tions quoted in note 7 as invalid if applied to an 
extension of the term made subsequent to 1945. 
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This Bank has been active in the administration of trusts 
and estates for more than 100 years. Today men and 
women, business and charitable institutions, rely on us 


for help in managing assets with a market value of 
more than $1,200,000,000. 


GIRARD TRUST 


PHILADELPHIA 
Chartered 1836 


Corn ExcHaNncE Bank 
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(2) Retroactive Application. Under 
all of the decisional law extant at the 
time the trusts were first created, not 
only was the income from the original 
five-year trusts not taxable to the gran- 
tors, but had the trusts been created for 
a shorter term than five years, the in- 
come would still not have been taxable 
to the grantors.’* Hence, absent any 
change in the statute, a regulation sud- 
denly making taxable the result of an 
irrevocable action taken at a time when 
the controlling law said no tax, would 
work a hardship and injustice if given 
a retroactive interpretation. In this con- 
nection the Court said: 


“Assuming that the regulation is 
valid, it is not discernible on what 
basis it should be applied to the in- 
come of trusts which had been in exis- 
tence for some four or five years 
prior to its promulgation. By such ap- 
plication, income from the trust prop- 
erty which the Commissioner con- 
cedes was not that of petitioners prior 
to 1946 becomes that of the petition- 
ers in 1946 and thereafter. Moreover, 
we think the trusts were for the dura- 
tion of not less than ten years, and 
certainly this was so on January 1, 
1946, when the regulation became 
effective, and for that reason the 
regulation cannot be properly ap- 
plied.” 


It will be noted from the quotation 
that the Court intertwines the first 
ground with the second. The physical 
arrangement of the opinion, however, 
carries some indication that the Court 
might be intending to say that the Clif- 
ford regulations are not applicable to 
any trust created before 1946. But this 
is not explicit and is far from certain. 


(3) Unreasonable and Arbitrary. A 
regulation purporting to tax the income 
of all reversionary trusts, both charitable 
and private, to the grantor for the sole 
reason that the term of the trust is less 
than ten years, is an unreasonable and 
arbitrary regulation, and as such is void. 
The Court agreed with this contention, 
noting that if the regulation is control- 
ling and ipso facto determines that the 
trust income is that of its grantor, then 
there could be no issue for the Tax Court 
to decide, and no point in hearing evi- 
dence and making findings of fact. 


Furthermore, said the Court, at the 
time these trusts were created, the de- 
cisional law was such that any competent 
lawyer would have concluded that the 
grantors ceased to be the owners of the 
trust income and could gain no eco- 
nomic benefit from it during the period 


%%For a discussion of the decisions holding both 
charitable and private trusts of five years and less 
not taxable to the grantor, see Kennedy, Federal 
Income Taxation of Trusts and Estates, §6.23. 
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of the trust. This was tacitly conceded 
by the Commissioner, because he admit- 
ted that the grantors were not taxable in 
1944 and 1945. The change in the sub- 
ject of taxation attempted by the regula- 
tion is characterized by the Court as a 
“remarkable transformation” which is 
“based upon fiction rather than the 
actualities of the situation. The result 
is so unreasonable and unfair as to be 
shocking. The regulation is in con- 
flict with §22(a) and with all adju- 
dicated cases. We think it void.” 


(4) Unconstitutionality. The taxpay- 
ers’ fourth ground of attack was that the 
Fifth Amendment forbids the taxation of 
one person with respect to property 
which is not his property, but is in fact 
that of another. The Supreme Court in 
Heiner v. Donnan" had held as uncon- 
stitutional a statute enacted by Congress 
creating a conclusive presumption that 
gifts made within two years of death 
were in contemplation of death. This is 
a question of fact and cannot be con- 
clusively presumed without violation of 
the Fifth Amendment. 


The Court considered the ten-year 
minimum term employed in the regula- 
tion as stating a conclusive, not merely 
a rebuttable, presumption. As an irrebut- 
able presumption it states a rule of sub- 
stantive law which violates due proc- 
ess.1° A grantor is constitutionally tax- 
able on the income of a trust which he 
creates only if he is in fact the owner 
of that income. Whether he is or not is 
purely a question of fact and “has been 
so treated and regarded from time im- 
memorial.”1® This being so not even 
Congress has the power to adopt by 
statute a conclusive presumption such 
as the one contained in the Commission- 
er’s Clifford regulations. The Court then 
says: 


“We conclude it is void because it 
violates the Constitution and, in any 
event, is in conflict with the congres- 
sional enactment on the subject and 
is arbitrary and unreasonable.” 


Total Invalidity? 


The Clifford regulations are replete 
with specific criteria chosen as lines of 
demarcation which either are not sup- 


14285 U.S. 312 (1932). 


The Court quotes from Hoeper v. Tax Commis- 
sion of Wisconsin, 284 U.S. 206, 215 (1931), which 
struck down as unconstitutional an attempt by 
Wisconsin to tax a husband on the combined total 
of his and his wife’s income: “That which is not 
in fact the taxpayer’s income cannot be made such 
by calling it income.” 


1’The Court quotes from the Clifford case (p. 
336): “Our point here is that no one fact is nor- 
mally decisive but that all considerations and cir- 
cumstances of the kind we have mentioned are 
relevant to the question of ownership and are 
appropriate foundations for findings [of fact] on 
that issue.” 


ported in the decisional law, or are 
selected as a sole criterion from decis- 
ions involving the presence of several 


so-called Clifford factors. 


There is no authority in the decis- 
ional law for the minimum fifteen-year 
term chosen in the regulations as a 
dividing point if the grantor or his 
spouse is a trustee and as such has the 
power to vote stock held in the trust. 
There is likewise no judicial authority 
for according any particular significance 
to a term of fifteen years, which appears 
as a wholly arbitrary figure. 

Several of the provisions in the regu- 
lations relating to powers of disposition 
over income or corpus!” go beyond the 
decisional law. The provisions in the 
portion of the regulations relating to ad- 
ministrative control also extend the 
criteria for taxation of the trust income 
to the grantor beyond that developed in 
case law. For example, the provision" 
that a grantor of a trust is taxable on 
the income of the trust if he has directly 
or indirectly borrowed from the trust 
and has not fully repaid the loan with 
interest before the beginning of the tax- 
able year, is not only unsupported by 
court decision, but is contrary to the few 
cases which have involved this point.?® 


At this writing it is unknown whether 
the Government will apply for cer- 
tiorari. If certiorari is not applied for 
and granted the Clifford regulations, in 
this writer’s opinion, are destined for 
the fires of a funeral pyre. 


17$ec. 29.22(a)-21(d). 

18Sec. 29.22(a)-21(e) (3). 

129Comm. v. Greenspun, 156 F. (2d) 917 (CCA 
5th, 1946), aff’g. 3 TCM 341, 356, and cases cited 
in Kennedy, note 13 above, §6.25. 


A & A 
Bank Establishes 


Agricultural Foundation 


Boys and girls of the 4-H Clubs, Fu- 
ture Farmers of America, and similar 
organizations will be the beneficiaries of 
a $4,000 trust created by the Carolina 
National Bank, Anderson, S. C., to pro- 
vide loans for purchase of _ livestock, 
machinery, land and other items needed 
by these junior farmers. Four trustees 


of this Agricultural Foundation will be | 


named by the bank’s board of directors, 
and they in turn must select a fifth trus- 
tee who is to be a farmer in the county. 
Tentative plans are in process for annual 
increases to the fund. 


Last spring the bank financed with- 
out interest the purchase of twenty-five 
heifers. The notes were endorsed by par- 
ents or guardian of the 4-H youngsters 
approved by the county agent, and a 
chattel mortgage on the heifer intro- 
duced the youthful farmers to business 
methods. 
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Fiduciaries Financial Service 


This service is to assist individuals acting as Executor, Ad- 
ministrator, Trustee or Guardian—their Counsel, Accountants 


or Advisors. 


By appointment of Bankers Trust Company as Custodian or 
Agent, fiduciaries may relieve themselves of the worries and 
details of property management and the keeping of pertinent 
records. The following services may be obtained in whole or 


in part as the fiduciary and his counsel require: 


Safekeeping of Securities Investment Advisory Service 


Collection of Dividends Maintenance of Complete Estate 
and Interest and Income Tax Records 

Handling of Security Preparation of Schedules for 
Sales and Purchases use in Court Accountings 

Stock Transfers Depositary under Court Order 


You are cordially invited to write Personal Trust Department, 
Bankers Trust Company, 16 Wall Street, New York 15, for 
full information. We shall be glad to send you a printed out- 


line of the services we render as agent for individual executors. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 
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TRUST ADMINISTRATION 


rowr. an 


° ? 
XAVNWWNEL 5 


ROBERT C. MASTERS 


teupotnt 


Assistant Director, Division of Examinations, 
Board of Governors of the Federal Reserve System, Washington, D. C. 


RUSTMEN HAVE EVERY RIGHT to ex- 
fee a clear understanding of the 
purposes of a trust examination. The 
trust examination function is very large- 
ly a means for appraisal of performance 
with emphasis on disclosure of situations 
which have created, or contain the pos- 
sibility of creating, liability for the bank. 


What sort of individual should the 
trustman expect in the examiner who 
has the responsibility for examining the 
trust department? The day of the police- 
man-type examiner is gone. There is no 
place in bank examination work (1) for 
the arrogant, smug, “chip-on-the-shoul- 
der” examiner, (2) for the petty critic 
who never reaches the heart of a problem 
because he is so busy magnifying ex- 
ceptions found in fringe details, nor (3) 
for the zealot who would remake each 
trust department to fit his own pet pat- 
tern. 


You should expect an examiner with 
intelligence, imagination and curiosity. 
The ideal examiner would not fail to 
“see the forest for the trees” and he 
would take the time to explore and un- 
derstand your side of a problem as well 
as his and then logically and reasonably 
work toward the right solution. You 
should expect him to have the technical 
competence and skill necessary for his 
function, to have a background of ex- 
perience sufficient to meet successfully 
the responsibilities and requirements of 


his office. 


Progress toward Ideals 

There is considerable evidence to sup- 
port the view that we are making very 
substantial progress toward these ideals 
in the men we are sending into trust 
departments. For some years now our 
policies concerning the selection, the 
training and the education of assistant 
examiners has been motivated by two 
basic ideas — to better serve you and 


Digest of address before Fourth Annual Confer- 
ence, Iowa Corporate Fiduciaries Association. 
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ourselves in the 
discharge of the 
bank examination 
function and to at- 
tract and retain 
qualified men for 
career posts in 
bank supervision. 

An examiner is 
sometimes criticized for mentally col- 
lecting the commendable features of 
administration and operation from each 
of the trust departments he visits and 
assembling these into one _ theoretic 
whole which represents his ideal trust 
department and which he uses as the 
yardstick of comparison for all—large, 
small, satisfactory, fair and poor. This 
is likely a true charge — it is a con- 
comitant of the peculiar experience of 
the examiner. If the use of this device 
is tempered with prudence and reason, it 
can be a most helpful and healthy ar- 
rangement for those who are subjected 
to it. The examiner has much to offer 
in the way of suggestions and ideas, not 
only concerning operating methods and 
procedures but in the field of admin- 
istrative practice and policy as well. 
What does he expect of a trust depart- 
ment? 


Trustmindedness 


First, he wants to see some concrete 
evidence of “trust-mindedness” on the 
part of directors and top operating man- 
agement. He has seen too many cases 
where the administration of fiduciary 
business has suffered seriously because 
of a casual or neglectful attitude by top 
management. He knows that if you con- 
done an “Orphan Annie” trust oper- 
ation — something to which someone 
gives hurried, after-thought, after-hour 
attention, not only will the administra- 
tion of fiduciary accounts reflect this but 
sooner or later the effect may be felt in 
the capital structure of the bank. It is 
not always possible or practicable, of 
course, to employ a full-time, specially 





skilled trust officer in view of the limited 
volume of business under adminstration 
but trust activities should be the primary 
responsibility of that officer who is best 
suited by training and experience to 
handle them, and that individual should 
receive the active support and under- 
standing of the directors and the other 
officers. 


The directors must take an active, 
directive part in fiduciary activities and 
the trust administrative officers can con- 
tribute substantially to the effectiveness 
of this direction by seeing to it that the 
directors are adequately informed con- 
cerning the conduct of the fiduciary bus- 
iness and its associated problems. For 
effective discharge of their responsibil- 
ities, the examiner will expect the direc- 
tors to set the policies which will under- 
lie the conduct of the trust business — 
policies for acceptance of fiduciary ac 
counts, for charges to be made for ser- 
vices rendered, for account and invest- 
ment administration. If administrative 
decisions required to be based upon 
group judgment are delegated to a com- 
mittee of directors or officers, the ex- 
aminer will expect the directors to de- 
vise appropriate means for review of the 
actions of such groups. On the other 
hand, if responsibility for these actions 
is retained by the board, sufficient time 


should be arranged to permit adequate 1 


consideration of those matters on the 
agenda, be they the review of the invest- 
ments of a trust, the authorization of an 
encroachment upon principal or the ac- 
ceptance of a proffered appointment. 


There should be no “rubber-stamp” ap-) 


proval of individual actions. 

With a trust-minded management and 
informed, active director supervision it 
should naturally follow that personnel 
policies will be of an enlightened type 
It is just plain common sense for tht 
trust business to employ high-type oper 
ating and administrative personnel, t? 
give them the finest training, to stimulat 


TRUSTS AND ESTATE! 
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| their interest in trust work and in the 
need to keep currently informed, to en- 


courage and assist them in specialized 
schooling and to pay them salaries com- 
mensurate with the responsibilities 
placed upon them, with adequate recog- 
nition of eagerness and ability to com- 
prehend, willingness to work, imagin- 
ativeness and “know-how.” 


Operating Results 


The examiner will also be seriously 
interested in whether the trust depart- 
ment is making or losing money. In 
many cases, standard fees and charges 
bear no realistic or sensible relationship 
to the costs necessary to provide the ex- 


economies, upward revision in charges, 
elimination of gratis services or a com- 
bination of these. The trust department 
should not be a loss-leader for other bank 
business, and one test of an alert man- 
agement is the means adopted to place 
operations on a profitable basis and keep 
them that way. It is high time that qual- 
ity trust service be taken out of the bar- 
gain basement. 

In the related matter of acceptance of 
new business, considerable improvement 
has been made since adoption by the 
Trust Division of the American Bankers 
Association in 1940 of the Statement of 
Policies for the Acceptance of Trust 
Business. The examiner will expect close 


action in referring to a larger trust in- 
stitution the customer who has an estate 
or trust problem which would require 
specialized skills or experience not avail- 
able in your organization. Don’t be dis- 
suaded from this wise course by what 
looks like a juicy fee — a fee which 
could prove wholly inadequate to ab- 
sorb a surcharge arising out of some 
seemingly innocuous action or failure 
to act. 


Examiners would be unanimous in the 
suggestions (1) that doubtful provisions 
or ambiguous language in the controlling 
instrument be quickly resolved by com- 
petent legal counsel or by action of the 


it : : : “eae . charts, and (2) that digests or synopses 
ney tent and quality of fiduciary service re- adherence to the principles and practices , (2) 8 ynops 
tion . P : ; , of such provisions — valuable admin- 
' § quired today, with the result that many outlined in that admirable document. He .- P . 

ary Prema. : : istrative tools if competently prepared, 
2 trust institutions, offering above-average will expect that proffered fiduciary ap- carefully checked and currently main- 
| to service, are not able to make both ends pointments be accepted carefully, not as toled —- tie aneaiedl 
wuld meet. Examiners are not cost-analysts a matter of expediency; that attention be 
a and do not have the time for such in- given to the need for the service re- The Statement of Principles 
her Turies: but they would expect you to quested, the practicability of the instru- 

make such studies of your operations — ment’s provisions and the opportunity As conformity with the well known 
and these may be quite simply done — afforded for the bank to earn a reason- Statement of Principles of Trust Insti- 
ive, § as will show whether the trust depart- able profit. The examiner would not wish _ tutions is an earmark of the good trust 
and § ment is a source of profit to the bank or to see any fee-cutting for members of institution, fiduciary activities should 
on @ not. the official family or their friends, no follow its pattern closely. The examiner 
—_ He will be concerned with the means free services or deals in exchange for will expect that there be no compromise 
the F devised to improve operating results other business. whatsoever with the rule against divided 
On @ and to make the trust department self- If your trust operations are very loyalty. In furtherance of this precept it 
“A supporting whether through operating small, the examiner would applaud your would follow that particular care be 
or 
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ARIZONA 


Complete 
Fiduciary 
Service 





Home Office « Phoenix 

Thirty-three full-facility 
offices in 11 of Arizona’s 14 
counties— serving an area 
that embraces 90% of the 
state’s population—enable 
us to offer you state-wide 
service on all your fiduciary 
matters in Arizona. 


TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 
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BANK 
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IN 
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The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 
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taken to avoid the creation or the ac- 
quisition of conflicts of interest. Many 
of the present bothersome situations — 
inherited holdings of stock of the trustee 
bank, for one outstanding example — 
might have been substantially eased or 
entirely eliminated by timely and ap- 
propriate suggestions to trustors or the 
draftsmen of their trust instruments con- 
cerning suitable provisions which would 
accomplish the results they desire and at 
the same time would be workable and 
protective for the bank as executor or 
trustee. Close corporation holdings, 
in urban real estate or farm lands are 
other examples of situations where 
thought and planning in advance can 
yield dividends in administrative facility 
later on. 


The examiner might add a word of 
caution concerning co-fiduciary ac- 
counts — those relationships where there 
is a tendency, occasionally, to slip into 
easy-going habits, with the corporate 
trustee forgetting it shares responsibility 
with the individual co-trustees and that 
investment and other administrative ac- 
tions involving the exercise of discretion 
must be jointly authorized. Similar re- 
minders are sometimes necessary, too, 
with regard to the necessity of obtaining 
adequate written support to transactions 
in controlled or directed accounts. This 
leads to a second cautionary note with 
respect to those co-fiduciary relationships 
where the individual trustee is not 
passive and amenable. Then do you stand 
your ground and hammer away at your 
point until you convince him, do you 
compromise, do you resign, or do you 
subserviently submit to his suggestions? 
The examiner raises a note of caution. 


Investment Practices 


Because the measure of your steward- 
ship is so vitally entwined with the in- 
vestment phase of fiduciary account ad- 
ministration, the examiner will expect 
you to perform your investment func- 
tions prudently; to give sufficient time 
to the job to ensure thoughtful attention; 
to so compose your committee minutes 
that the adequacy of your care and atten- 
tion will be evident. The examiner would 
expect you to exercise sound collective 
judgment, supported by all pertinent in- 
vestment data, within the limitations im- 
posed by law or the trust instrument, 
and with full recognition of the purposes 
of the trust and the needs of beneficiar- 
ies. He would not wish to see you pas- 
sively retain inherited investments which 
are not of trust investment quality under 
the seeming protection of a vague ex- 
culpatory provision or because of some 


indefinable attachment felt by the family 
of the testator. Neither would he regard 
favorably that trust investment philos- 
ophy sometimes expressed by the phrase 
“the first duty of a trustee is to protect 
the trustee,” a manifestation of which is 
not infrequently observed in those trust 
institutions where a discretionary invest- 
ment in anything but Government bonds 
is a rarity. Perhaps we sometimes forget 
that one of the principal reasons we 
were selected for the job as trustee was a 


confidence in our judgment and a belief | 


that our abilities in investing trust funds 
were measurably superior to those of the 
layman. 

The trust examiner will expect that 
investment selections for full discretion 
trusts will be within the “trustee type” 
category. He will expect you to employ 
investment counsel in those cases where 
a fair and objective appraisal of your 
qualifications to do a creditable invest- 
ment administrative job indicate the 
need for such assistance. The examiner 
will not be concerned that such an ar- 
rangement would involve an unwarrant- 
ed delegation of primary responsibility 
provided authority for final, decisive 
action, following full consideration of 
all relevant circumstances, is reserved to 
your own directive groups. 


In appraising the adequacy of your re- 
view procedures, the examiner will likely 
be impressed less with the formality of 
the systems than the scope and fre- 
quency of the account and asset reviews. 
He would like to see that the frequency 
of account reviews is governed more by 
the composition and character of the 
assets of an individual account than the 
necessarily rigid requirement of a regu- 
lation. The examiner would urge, as 
equal in importance to account reviews, 
periodic reviews of assets on an industry 
and company basis and that attention be 
given in the review process to real estate, 
mortgages, notes and miscellaneous and 
non-marketable assets. 


Forms and Records 


An examiner does not react favorably 
only to machine-posted systems or elab- 
orately devised installations with tricky 
subsidiary recerds and multi-colored 
tickets and ticklers. The informed ex- 
aminer will neither suggest systems or 
operating methods which would be in- 
appropriate to the volume or nature of 
your business nor revisions in present 
system which would serve primarily to 
satisfy his personal preference. He will 
rightfully insist, though, upon an eff- 
cient bookkeeping system, clearly, com- 
pletely and currently maintained — one 
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which can be relied upon to disclose all 
essential facts concerning the admin- 
istration of your trust business. He will 
wish your files to contain instruments 
of authority, inventories, appointments, 
court orders, accountings, vouchers, tax 
returns and similar important papers 
arranged with reference facility in mind. 

He would perhaps recommend the 
maintenance of some subsidiary records 
which are so desirable as to be nearly 
essential, such as a new account register, 
tickler records for important actions 
(including a chronological record of ac- 
count and asset reviews), a cross refer- 
ence investment ledger by security, and 
diary or history records for each ac- 
count. This latter record, differentiated 
completely from synoptic or digest rec- 
ords, is one very essential tool of ad- 
ministration which is too infrequently 
employed. Its proper and relatively sim- 
ple use saves much of what is otherwise 
lost at the death, resignation or during 
the absence of the administrator whose 
memory is the only repository of essen- 
tial background information. 

The examiner will insist upon a system 
of dual control of trust property which 
is effective at all times and in all cir- 
cumstances. Other features of internal 
control relating to the receipt and dis- 
position of trust assets, collection and 
disbursement of income and computation 
of fees and charges, will receive a share 
of the examiner’s attention and he will 
expect that an effective system of in- 
ternal control, adequate to the volume 
and nature of trust business, has been 
inaugurated. 


Audits 


The matter of audits is a most neglect- 
ed phase of the business of a corporate 
fiduciary, often when quite satisfactory 
audits are provided for other phases of 
the bank’s operations; neglected because 
of failure to appreciate fully the dangers 
and risks accompanying fiduciary under- 
takings. The values to be derived from 
a well-devised audit program are not 
found in full measure in the system of 
internal control. They do not commonly 
result from directors’ examinations by 
directors. They are not provided through 
periodic accountings to beneficiaries or 
the courts. They are not available from 
examinations made by supervisory au- 
thorities which do not incorporate many 
essential audit routines and are not de- 
signed in purpose or scope to include in- 
quiries into many phases of administra- 
tive activities which fundamentally are 
the responsibility of management. 

A well-planned trust audit program, 
in the hands of experienced and capable 


Marcy 1953 


personnel, serves the desirable purposes 
of safeguarding assets and the income 
they produce, improves performance of 
the routine work, discourages dishon- 
esty, and aids management in the dis- 
charge of its directive and policy-making 
functions. 


The trust institutions of this country 
have experienced during the last few 
decades a tremendous growth both in 
volume of business and in public under- 
standing and acceptance — an achieve- 
ment which, in large measure, has been 
the product of the high order of service 
they have provided. Supervisory review 
and examination of corporate fiduciary 
activities, inaugurated in its present com- 
prehensive form just under twenty years 
ago, has made a significant contribution 
to heightened standards of corporate 
fiduciary service. The supervisory au- 
thorities are gratified by their part in 
the progress made during this period. 
They look forward to a continuation of 
the fine cooperation they have had from 
the trust-men of the country and to in- 
creasing effectiveness from constructive 
application of the trust examination 
function. 


A A A 


Nashville Bank Teaches 
Teachers 


When the Nashville Chamber of Com- 
merce arranged a “Business-Education” 
program last November, teachers were 
asked to choose the business which they 
thought related most directly to the 
subjects they taught, and were assigned 
to businesses and industries of their 
choice. Twenty-three selected banking. 
They arrived at Commerce Union Bank 
at 9 a.m., toured the bank to observe 
the mechanical operations involved in 
banking, and had luncheon with the 
president, Mr. Edward Potter, Jr., who 
devoted two hours answering questions 
on banking functions, a bank’s role in 
the economic growth of a community, 
and the free enterprise system. 


During the afternoon hours depart- 
ment heads were called in and put 
through question and answer sessions. 
C. D. Rippy, vice-president and trust 
officer, spoke on the importance of 
having wills properly drawn by attor- 
neys, what should go into a will, what 
are the functions of a trust department, 
and investment procedures. He pointed 
out the advantages of group judgment 
and committee operation in making in- 
vestments for clients, since these were 
the subjects which seemed to elecit the 
most interest. 
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The Place of the C.P. A. in 


PROBATE COURT ACCOUNTING 


— ACCOUNTS TO BE FILED 
with probate courts differ from 
conventional financial statements in form 
and content and even differ in form in 
the various legal jurisdictions, certified 
public accountants, experienced in pre- 
paring and examining accounts to be 
filed with probate courts, can render 
highly effective service to counsel and 
their fiduciary clients. The purpose of 
this article is to show, by actual cases, 
the wide variety of ways in which certi- 
fied public accountants have been able 
to serve advantageously counsel and 
their fiduciary clientele. The services 
may consist of: 

(1) Giving fiduciaries the protection 


afforded by independent examina- 
tions. 


(2) Assembling the information from 
available sources and stating the 
accounts, particularly where the 
underlying records and support- 


ing data are not too clear. 


Making available the CPA’s 
knowledge of general accounting 
principles. 


(3) 


Assembling facts and/or testify- 
ing where the principal had suf- 
fered serious shrinkage. 


(5) Relieving an attorney and his 
sometimes limited office person- 
nel of voluminous accounting 


work. 
(6 


~~" 


Stating accounts where the books 
and records of the fiduciary are 
maintained at an _ inconvenient 
distance from the office of counsel. 


(1) Independent Examinations 


Often the fiduciaries are outstanding 
business men with many interests and 
as a consequence find it necessary to 
delegate most of their duties to assistants 
or to a corporate co-fiduciary. These 
men know the value of independent ex- 
aminations of the financial statements 
of corporations for which they are di- 
rectors and recognize that the same as- 
surances of reliability and integrity re- 
sult from examinations of the accounts 
of estates and trusts, for which they, 
as fiduciaries, are personally responsible. 
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LEWIS L. TANGUY, C.P.A. 





Lewis L. Tanguy 
has been a C.P.A. 
since 1925 and is 
a member of the 
American Institute 
of Accountants and 
of the Pennsyl- 
vania Institute of 
Certified Public Ac- 
countants. A grad- 
uate of Swarthmore College, in 1919 
he joined the Philadelphia staff of Ly- 
brand, Ross Bros. & Montgomery, and 
except for two years with the Los An- 
geles office has been there ever since. 
The author has prepared, supervised the 
preparation of or examined many ac- 
counts filed in the Orphans’ Courts of 
Pennsylvania and in the probate courts 
of California, Connecticut, Maine and 
New Jersey. 





This was the reason a firm of CPAs 
had been engaged to examine the books 
of account of an estate having assets of 
several million dollars and to state the 
account for filing in a Pennsylvania Or- 
phans’ Court. During the course of the 
examination a proposed settlement of a 
claim included in the assets was pre- 
sented for review. It was accompanied 
by a check for several hundred thousand 
dollars. In the review it was discovered 
that interest had been overlooked in the 
settlement and as a result of this dis- 
covery the estate claimed, and shortly 
thereafter received, two additional 
checks aggregating more than $120,000. 

The circumstances under which this 
recovery was made may be summarized 
as follows: The decedent had been a 
member of a partnership which had two 
preferred claims against a corporation 
being reorganized under the bankruptcy 
laws. The claims with interest had been 
collected by a successor partnership and 
the proposed settlement which the ac- 
countiants reviewed represented the latter 
partnership’s determination of the dece- 
dent’s share in the proceeds of the settle- 
ment. From a copy of the court decree 
in the estate files, the CPAs found that 
the amount of the settlement apportioned 





to the decedent was substantially in 
agreement with the decedent’s share of 
the amounts decreed, but that apparent- 
ly no interest had been included. Be. 
cause of the provision in the will that 
accounts received from the partnership 
were to be accepted without verification, 
estate personnel had not attempted to 
verify the proposal and were reluctant 
to question the partnership regarding 
the seeming omission of interest. The 
CPAs nevertheless were allowed to pre- 
sent the matter informally to the part- 
nership, and as a result thereof the 
executors received the additional amount 
of over $120,000 referred to above. 

In many cases, particularly in Penn- 
sylvania where accounts for trusts are 
filed only in situations such as at the 
death of a trustee or life tenant, the 
fiduciaries often desire an examination 
and opinon annually, so that any neces- 
sary adjustments can be made promptly. 
In connection with an engagement in 
which an annual account is prepared 
but not filed with the Court, it is a 
simple matter to prepare at a later date 
an account for the period of several 
years when it is permitted or required to 
be filed with the Court. In Pennsylvania, 
approval of these interim accounts by the 
parties at interest in the trusts usually 
makes it unnecessary to file an income 
account for the trust (except for the 
period from the close of the last interim 
account to the date of the event requir- 
ing an account to be filed) and greatly 
simplifies its adjudication. 


(2) Analysis and Assembly 


In another case CPAs were engaged 
to state an account without making an 
examination. Within the period covered 
by the account the trust was operating 
a number of properties acquired through 
foreclosure proceedings or as mortgagee 
in possession. Numerous sales of the 
foreclosed properties were made with the 
trust taking purchase money mortgages 
on an amortization basis. Analyzing and 
rearranging the information recorded 
in the ledger by properties into under- 
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standable patterns for the wide variety 
of transactions was the major problem. 
When the account was filed, it received 
favorable newspaper comment for its 
clarity. 


In still another case. the fiduciary 
carried his estate accounts on the books 
of a construction company in which he 
held the controlling interest. The estate 
owned office buildings, dwellings and 
vacant ground as well as bonds, stocks 
and mortgages. The office buildings were 
operated by agents, who collected the 
rents, paid operating expenses and re- 
pairs and remitted the balances monthly, 
together with detailed statements of the 
transactions. Only the amounts of the 
remittances were entered in the estate 
accounts on the company books. Checks 
received direct by the fiduciary for divi- 
dends and mortgage interest were en- 
dorsed over to the life tenant without 
being recorded on the fiduciary’s books. 
Exchanges of stocks and of bonds under 
plans of reorganization, stock dividends 
and similar items not involving cash, 
also were not recorded on the books. 
Fortunately the fiduciary’s secretary 
kept memoranda of the cash items re- 
ceived and many of the printed an- 
nouncements accompanying the non- 
cash items. Maps and blue prints found 
in the company files had to be used in 
some instances to identify the real estate 
sold or leased. 


As is usually advisable for CPAs 
when starting a fiduciary accounting en- 
gagement, they discussed with counsel 
the general setup of the account. After 
the account had been drafted for some 
three years of the thirty-year period, 
they asked counsel to review it and, when 
the draft was complete, counsel reviewed 
it again. When the condition of the ac- 
counting records was outlined to counsel, 
he apparently felt the drafting of the 
account was something he was glad his 
office could avoid, for it was predomi- 
nantly an accounting problem. 


(3) Knowledge of Accounting 
Principles 


By the terms of many will and trust 
indentures, discretionary powers are 
granted to the eexcutors or trustees in 
the determination of which items are to 
be treated as principal and which items 
are to be treated as income. Other instru- 
ments are silent in this respect. Often 
the fiduciary, whether or not having 
such power, is reluctant to make a de- 
termination, particularly where it may 
be necessary to make an allocation of 
a single item, and will consult CPAs, 
Whose experience qualifies them to ad- 
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vise as to the facts upon which the fidu- 
ciary can rely in making his allocation. 
Although in the final determination the 
ruling of a court of competent jurisdic- 
tion may be sought, the court will give 
weight to the independent report of 
CPAs in arriving at its decision, and 
costly litigation between the parties at 
interest may thus be prevented. 


On several occasions, the writer has 
encountered individual fiduciaries or 
their assistants who relied on a published 
Federal income tax service to determine 
whether a stock dividend was income, 
or whether a gain (or loss) should be 
taken on an exchange of bonds or stocks. 





These persons failed to realize that pro- 
visions of the Internal Revenue Code 
have for their purpose the levy and 
collection of taxes and often do not meet. 
the accounting requirements of the pro- 
bate courts. As a result, their accounting: 
records had to be adjusted to meet the 
probate court requirements. 


(4) Testifying on Shrinkage 


In three cases of which the writer 
has knowledge, certified public account- 
ants were engaged to state or verify 
accounts of estates in which the assets 
had suffered severe shrinkage during the 
depression years of the thirties. The fi- 
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duciaries were advised by counsel that 
the accounts might be contested by par- 
ties at interest, upon the claim that the 
heavy losses sustained were the result 
of improper management and that the 
fiduciaries were personally liable. In 
these cases counsel wished the assistance 
of the CPAs to be sure of the accuracy 
of the accounts and supporting data 
and to have them available to testify if 
it were deemed desirable. 


In one of these cases involving a 
shrinkage approaching ten million dol- 
lars, a trust company was the executor 
of the estate and a trustee under the 
will. The decedent, who died about 
1929, had been one of the founders 
of a large public utility holding com- 
pany, a large block of the stock of 
which was included in the estate. Partly 
as a result of the passage of the Public 
Utility Holding Company Act of 1935, 
the market value of this stock did not 
recover from the depression of the early 
thirties as promptly as did most other 
classes of stocks. 


In the early thirties, the trust com- 
pany as executor had filed its account 
and, in the adjudication, the assets had 
been awarded to itself as trustee with- 
out revaluation in spite of the terrific 
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shrinkage in value. On the advice of 
counsel, numerous transactions not re- 
sulting in an increase or decrease in 
corpus had been omitted from the ac- 
count, and the frequent stock dividends 
had been included at the quoted market 
value of the stock received. 


Upon the death of the life tenant 
of the trust, the trustee had to file its 
first account and distribute the stock 
which still had a relatively low market 
value. The trust company then petitioned 
the court for permission to restate its 
first account as executor. The contest 
over the restated account was carried to 
the supreme probate court where the 
CPAs testified as to the accuracy and 
completeness of the restated account, 
offered explanations of the differences 
between the original and the restated 
accounts and the amount of the shrink- 
age in value. 

With these essential facts placed in 
evidence, counsel was then in position 
to establish that, regardless of the 
shrinkage, the executor had exercised 
due care, diligence and judgment in 
the management of the estate and the 
case was settled out of court without 
surcharge. 


In another case, a firm of certified 













public accountants had made annual ex- 


‘aminations of the corporate trustee’s 


books. The account was filed during 
World War II and, because of the man- 
power shortage, counsel obtained per- 
mission from the Court to present the 
income account in annual summaries, 
with a report from the CPA firm on its 
examinations. One of the trustees ad 
litem reviewed its work papers and dis. 
cussed the examinations with the firm’s 
representative. Although the shrinkage 
of principal had been serious, the cir. 
cumstances surrounding it were such 
that no serious attempt was made to 
surcharge the trustee. Instead, the trus- 
tee was granted substantial additional 
compensation for management services 
rendered the institution which was the 
beneficiary under the trust. 


(5) Unusual Assignment 


On one occasion, the fiduciary of a 
group of trusts received a court order 
to state an account for each of the group 
by a fixed date. The trusts owned great- 
ly diversified assets approaching one 
hundred million dollars in value, and 
had a huge volume of transactions, so 
that neither counsel’s small staff nor 
those members of the fiduciary’s organ- 
ization who might have been competent 
to do the work could possibly have 
met the filing date. A firm of CPAs with 
trained personnel available for such an 
assignment was engaged to state the 
accounts, while counsel devoted his full 
attention to the legal questions in the 
case, most of which were without pre- 
cedent. 


(6) Records at a Distance 


In one case, the office of the fiduciary 
was in Philadelphia and the office of 
counsel was located in a neighboring 
county where the account was to be 
filed. In another case, the office of the 
fiduciary and that of the companies 
which the decedent controlled were lo- 
cated near Philadelphia and the dece- 
dent had died at his residence in Cali- 
fornia. In both of these cases, counsel 
and the CPAs were able to work effec- 
tively on their respective phases and 
with a minimum of delay in spite of 
the distance. 


The foregoing examples show some 
of the ways CPAs have been useful to 
fiduciary clients. The traditional inde- 
pendence of certified public account- 
ants, their insistence on full disclosure, 
and their opinions on accounting matters 
have been observed to carry weight with 
probate courts just as they do with 
other courts and with the business 
public. 
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Trust Council News 


The Estate Planning Council of South- 
east Florida featured “Estate Planning 
for Physicians” at its February meeting. 
Willard R. Brown, vice president and 
trust officer of The First National Bank 
of Miami, attorney H. P. Forrest, Ber- 
nard Tytell, C.P.A. and R. B. Walker, 


C.L.U. discussed their respective roles. 


New officers were elected at the annual 
meeting of the Detroit Life Insurance 
and Trust Council on February 24th. 
President is Charles R. Eckert, of North- 
western Mutual Life; vice president is J. 
Donald Orth, Manufacturers National 
Bank; secretary Frank Minninger, 
C.L.U., Connecticut General Life; treas- 
wer W. Brace Krag, National Bank of 
Detroit. 


Ralph W. Barbier, local attorney, 
spoke on Spin-offs, Split-ups and Split- 
offs. 


The Estate Planning Council of Chat- 
tanooga heard New York attorney Jos- 
eph Trachtman at its dinner meeting at 
the local Golf and Country Club on Feb- 
ruary 19th. 


Professor Mortimer Caplin of the 
University of Virginia addressed last 
month’s meeting of the Life Insurance 


and Trust Council of Richmond. 
AA @ 


1952 Philanthropy at 
$4.3 Billion 


Charitable gifts and bequests in the 
United States are estimated by John 
Price Jones Co. to have totaled more 
than $4,300,000,000 in 1952. The esti- 
mate is based on a study of ten major 
cities whose combined gifts and be- 
quests reached $496,038,509 in 1952, 
compared with $477,300,762 in 1951. 
Current gifts rose to $390.8 million 
from $336.8 million in 1951. Bequests, 
on the other hand, dropped from $140 
million to $105 million in 1952. 


The largest proportion of combined 


| gifts and bequests in the ten cities went 


to organized social work, which re- 
ceived $161.8 million, although this 
amount represented a reduction from 
$178.2 million in 1951. Education also 
showed a decrease, receiving $124.8 
million in 1952, compared to $128.7 
million in 1951. 


The field of health had the largest 
increase, rising from $65.6 million in 
1951 to $102.4 million in 1952. Religi- 
ous giving also showed a startling rise, 
moving from $19 million in 1951 to 
$29.5 million last year. 
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New OFFICERS AND DIRECTORS OF THE 
Monterey County (CaAt.) Estate 
PLANNING COUNCIL 


Seated, left to right: Carleton Williams, 
C.P.A., Salinas, incoming President; Ed- 
ward J. Mintz, C.L.U., New York Life, 
Salinas, and Helen Small, New York Life, 
Carmel. 

Standing, left to right: John Martin and 
Harold Kruse, attorneys, Monterey; Paul 
Tescher, investment analyst, Salinas, and 
Paul Lawrence, trust officer, Monterey Coun- 
ty Trust & Savings Bank, Salinas, outgoing 
President. 

The Council meets monthly alternately in 
Salinas and Menterey. 


Two Mutuals Lower 
Acquisition Costs 


American Business Shares and Well- 
ington Fund have recently announced 
the lowering of the cost to investors of 
acquiring their shares, the former 
applying such reductions to purchases 
in small as well as large quantities. 
American Business Shares has reduced 
its selling commission on single orders 
from one customer of less than $5,000 
to from 714% to 614%, and on orders 
of $5,000 or more but less than $15,000 
from 634% to 534%. Wellington starts 
its new commission schedule at the 
$50,000 mark, lowering the load on 
purchases between this amount and the 
$99,999.99 level from 5% to 4%. For 
orders of $100,000 and over the new 
sales charge to the investor is 234%. 

A A A 


Bankers in the News 


In its article on “New Cast of Char- 
acters for Philadelphia Story,” Business 
Week (Jan. 10) links up the industrial 
boom and the “young blood” in execu- 
tive positions. Among the city’s leaders 
whose photographs appear on the two 
page spread of this article were: presi- 
dents F. A. Potts, Philadelphia National 
Bank; William L. Day, Pennsylvania Co. 
for Banking & Trusts; G. S. Smith, 
Girard Trust Corn Exchange Bank, H. 
C. Petersen, Fidelity-Philadelphia Trust 
Co.; W. B. Walker, First National Bank; 
B. F. Sawin, Provident Trust Co.; James 
M. Large, Tradesmen’s National Bank 
& Trust Co. According to Business Week, 
the ages of these men range from 42 to 
51, and they will “just be hitting their 
stride as business men” when the new 
manufacturing activity reaches its peak. 





New Trust School 


The first Trust Development School 
in the history of Pennsylvania banking 
will be held by the Trust Division of 
the Pennsylvania Bankers Association 
in Harrisburg, April 17. The basic pur- 
pose is to provide a medium for help- 
ing banks and trust companies to train 
trustmen and others in the fundamental 
practices of trust selling. 


The School will be sponsored by the 
Committee on Trust Development, with 
A. M. MeNickle, Chairman of the Trust 
Development Committee and  Vice- 
President of Fidelity Trust Co., Pitts- 
burgh, as director. Major subjects will 
be: marketing, prospecting, method of 
approach and presentation, and how to 
handle a prospect inside and outside the 
bank. There will also be a forum dis- 
cussion on all phases of trust develop- 
ment. 


The speakers at the school will be: 
Walter A. Brunke, Trust Officer of The 
Fulton National Bank, Lancaster; Ro- 
bert E. MacDougall, Vice-President, 
Girard Trust Corn Exchange Bank, 
Philadelphia; Mr. McNickle, and Paul 
O. Rothermel, Trust Officer, Berks 
County Trust Co., Reading. 


A A A 


New Jersey Bankers Study 
Public Relations 


The fourth annual session of the pub- 
lic relations school sponsored by the 
New Jersey Bankers Association was 
held in Princeton, February 11. The 
three day course, designed as a two year 
program, was attended by 150 bankers, 
about equally divided between first and 
second year classes, while seventy-five 
graduates of the school came to a one- 
day seminar devoted to information on 
the most recent developments in the 
field. The curriculum includes special 
trust courses as well as advertising, psy- 
chology, public and personnel relations. 


A AA 


Education on Investing 


Last month the Los Angeles Stock 
Exchange — long a believer in educa- 
tion regarding its services — started a 
series of Community Investment Courses 
in conjunction with local civic groups. 
The six talks cover the economics of 
investment, types of securities and their 
markets, security analysis, investment 
for income, investment for capital gains, 
and investment management. The aud- 
iences include a large number of women, 
fill the hall to capacity, and ask plenty 
of questions. 
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MERCHANDISING VS. SELLING 


Trust Service Must Be ‘Sold ”’ 


A. M. McNICKLE 


Vice President, Fidelity Trust Company, Pittsburgh, Pa. 


HE MARKET FOR THE DEVELOPMENT 
ie estate business today is 100% 
better in both number and dollar vol- 
ume than it was in 1934, according to 
figures compiled by Commissioner of 
Internal Revenue. Its reports show that 
in 1934 there were 10,353 Federal es- 
tate tax returns filed covering estates 
_of $60,000 and over, totalling $2,244,- 
000,000. 


In 1948, latest year for which figures 
are available, 23,356 returns were filed 
covering this same classification for a 


total of $4,775,000,000. 


Although the millien dollar estates 
have decreased 41% in number and 
46% in dollar volume, during the past 
nineteen years the estates of $100,000 
to $500,000, the classification which 
appears to be our biggest market, have 
increased 140% in number and 110% 


in dollar volume. 


As to the extent of trust company 
penetration of this market, recent sur- 
veys! based on inventories filed in a 
number of cities east of Chicago and 
covering the same classification as does 
the Commissioner would indicate that 
trust companies acted as executor in 
approximately 30% of the estates filing. 


Surveys made by Trusts AnD Es- 
TATES” covering wills probated in 
Georgia, Illinois, New Jersey, New York, 
North Carolina, Texas and Wyoming, 
as well as those made by the banks of 
California,*® indicate that 20% would be 
about average for the nation in estates 
of $60,000 and over. If estates under 
this figure were included, the percent- 
age secured by trust companies would 
be much lower. 


From address before A. B. A. Mid-Winter Trust 
Conference, Feb. 1953, not available for inclusion 
in February issue. 


1Estate Recording Co., Kennedy Sinclaire, Inc. 
and Fidelity Trust Co. 


2June 1950 issue disclosed that in 9 counties 
banks were appointed executor in only 7.5% of 
wills probated. 


81946-1950 statistics collected for California State 
Bar Association show banks’ percentage of probate 
business less than 6%. 
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Reason for Poor Record 


Why is it that after more than twenty 
years of trying to get public acceptance 
of this service the trust companies’ 
record in the classification of estates 
most in need of such service is, on a 
national basis, less than 30%? Why 
do more than 70% of the testators who 
leave these estates believe that an indi- 
vidual can do as good a job in acting 
as executor as can the trust company? 
Why, during the past nineteen years, 
have trust comapnies lost to individual 
executors over $50,000.000,000 in dece- 
dent estate business,* a total volume 
about as great as all accumulated per- 
osnal trust assets held by all trust de- 
partments in the United -States?° 


The reason is indicated in one of 
Fortune magazine’s recent articles® on 
selling wherein merchandising experts 
call attention to the mistakes of com- 
panies marketing consumer goods. These 
experts in marketing stress the fact that 
too many merchants have been trying 
to get public acceptance of their product 


4Estimate based on Treasury Department records 
and market surveys. 


5TRUSTS AND ESTATES, June 1950. 
®May 1952. 
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From house organ of First National Bank 
of Miami. 


by advertising or merchandising rather 
than salesmanship. Fortune says: 


“Merchandising has not replaced 
salesmanship. It has only become 
confused with it. Salesmanship, in the 
basic sense of the word, is a person 
moving goods by persuading another 
person of his need. Merchandising, on 
the other hand, moves goods for 
which the need has already been 
demonstrated. The two _ functions 
overlap, but the basic distinction be- 
tween them is tremendously import- 
ant. 


“One of the things that most per- 
plex sales managers is the surprising 
performance of the _ life-insurance 
companies. In an inflationary period, 
how is it that the insurance people 
have been selling, in effect, money 
—and selling more of it these last 
few years than ever before? There 
are many reasons, but not the least 
of them is the fact that the very 
nature of what they sell virtually 
compels personal salesmanship. Since 
they deal in an intangible for which 
there is a ‘perpetual buying slump’, 
insurance people cannot close with 
their market except through the 
fundamental process of having one 
human being, in person, demonstrate 
the need for it to another. Simple. 
And how the money rolls in!” $276,- 
000,000,000 in force. 


Trust Service Must Be Sold 


Trust service, like life insurance, can- 
not be sold by advertising, forums, etc. 
The need for both life insurance and 
trust service must be created through 
the fundamental process of having one 
human being, in person, demonstrate 
the need for it to another. 


In getting public acceptance of life 
insurance or trust service there is, of 
course, a place for advertising, forums 
—merchandising. The only weakness in 
our merchandising is that we have not 
had enough forums and we have not 
been using enough advertising. How- 
ever, trust companies expect too much 
of this medium if they expect it to sell 
business for them. Selling is the job 
of a salesman. The poor record of pene- 
tration of the estate market would indi- 
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cate that trust companies have been 
placing emphasis on merchandising 
when they should have been placing the 
emphasis on salesmanship. 

The Procter and Gamble Company 
spends approximately $50,000,000 a 
year on advertising—more than all of 
the banks combined—but at the same 
time it also employs in 36 cities in the 
United States more full-time salesmen 
than all the trust departments in the 
nation. “Advertising,” says P.&G., “is 
highly effective in presenting the uses 
and advantages of a product, but it 
takes a good sales organization to capi- 
talize on the interests created by ad- 
vertising and produce volume results by 
actually making the sale.” 

In the past ten years public accept- 
ance of life insurance increased more 
than 100%—from $128,000.000,000 in 
1942 to $276,000,000,000 in 1952. The 
answer: trained salesmen and broad 
market coverage. 

The effectiveness of personal sales- 
manship is also illustrated by the growth 
record of mutual investment funds. 
Since 1940 more than $1,800,000,000 
has been invested in open end invest- 
ment companies, Total number of share- 
holders is over 1,100,000 compared with 
less than 300,000 at the end of 1940.7 


Reputation Not Enough 


For many years there has been a 
trend of thinking on the part of bank- 
ers and trustmen that has retarded the 
development of trust business. It holds 
that if you do a good job of settling 
estates and administering trust funds, 
the satisfied beneficiaries will be your 
best salesmen. This theory is erroneous. 
That reputation is not synonymous with 
sales is indicated by savings bank life 
insurance in Massachusetts. 

From 1908 to date people in Massa- 
chusetts have had the privilege of pur- 
chasing life insurance at a premium 
discount from savings banks. In 1951 
they purchased from savings banks 
$32,406,000 of life insurance. In the 


same year the life insurance salesmen 


| of Massachusetts sold to the people of 


OR 


the Commonwealth $571,000,000 of 
ordinary life insurance. The savings 
bank life insurance in force in Massa- 


| chusetts—after forty-four years of op- 
| ration—is not as much as the ordi- 


nary life insurance sold by salesmen in 
Massachusetts in one year.® 

Certainly the insurance offered by the 
Massachusetts savings banks has no less 
4 reputation than the insurance offered 
ee 


See 1952 edition of Investment Companies com- 
Diled by Arthur Wiesenberger. 


‘Life Insurance Fact Book 1952. 
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by the salesmen. Yet through modern 
salesmanship the insurance companies 
in Massachusetts sell more than fifteen 
times what the savings banks dispose of. 
In the face of this illustration can there 
be doubt as to the advantages in having 
trained salesmen exposing the people 
to the need of life insurance—or trust 
service? 

The same principles of salesmanship 
are required to sell trust business as 
are required to sell life insurance or 
investment trusts. Banks and trust com- 
panies should recognize selling as a 
highly specialized business—a science— 


the science of influencing human be- 
havior. A man must be trained for the 
job of selling just as a man must be 
trained to make loans, manage invest- 
ments or administer estates. Trained 
salesmanship is as vital to the develop- 
ment of trust business as any other. 


Proper Training Needed 


Until recently such trust new busi- 
ness men as there were had, with few 
exceptions, little knowledge of the trust 
business, estate planning, or the princi- 
ples of selling. They weren’t organized 
to sell. They weren’t trained to sell— 
but they were supposed to sell success- 
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ful business men on the idea of turning 
over to the trust company all of the 
property that they had worked a life- 
time to accumulate. 


If trust service is to get the accept- 
ance it deserves, we must send represen- 
atives into the field who know how to 
sell. Knowing estate planning is not 
enough. Trust representatives must 
know sales psychology—the psychology 
of influencing human behavior. Certain- 
ly there is no place in our business for 
high pressure salesmanship. The job of 
the trust salesman is not only to sell 
the business but to sell it so that it 
sticks and it will not stick with high 
pressure salesmanship. 


Estate Planning Approach 


Through the use of the estate plan- 
ning approach and estate analysis work, 
we have placed our salesmanship on a 
highly professional basis. We have got- 
ten away from the type of salesmanship 
wherein trust representatives were ask- 
ing the customers to do us the favor 
of appointing us as executor and trustee. 
Today through the estate planning 


approach we offer to do something for 
the customer so that we may earn the 
right to serve him and his family as 
executor and trustee, and when we do 
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it that way, we do not have to ask for 
the appointment. 


Too frequently I have heard trustmen 
criticize the estate-planning approach as 
a tax-saving one. The opponents of the 
tax-saving approach contend that we 
should use instead what they call the 
family-protection approach. However, I 
cannot remember ever having used a 
tax-saving approach that did not result 
in better family protection. 


Isn’t it our duty to help customers 
and friends to eliminate unnecessary tax 
loss? That is what we mean by the 
estate planning approach. I have seen 
500 cases in the past five years, rang- 
ing from $200,000 to $10,000,000, and 
in every one not only did we eliminate 
unnecessary tax loss but we gave the 
family a better plan and more family 
protection. The estate planning approach 
gives us the opportunity to use effective- 
ly those principles of selling that moti- 
vate people to take the action necessary 
to protect their families. 


Along the Road to Selling 


We have come a long way in selling 
trust service during the past twenty 
years with the help of the Hanover 
Bank School, the Kennedy Sinclaire 
training school, and most recently, the 
Illinois Bankers Association Trust De- 
velopment School. Trust companies 
have received great help in the develop- 
ment of trust business from advertising 
firms such as Merrill Anderson Co., 
Edwin Bird Wilson Co., and The Purse 
Co. These firms have been everlastingly 
trying to keep us on our toes in the 


development of new trust business, 
Nevertheless, we continue to lose a lot 
of business due to the lack of properly 
trained salesmen. 


That the trust business can be devel- 
oped to a greater extent than is shown 
by most market surveys is proven by 
what has been done in Philadelphia and 
Pittsburgh. In these two cities over a 
period of ten to twelve years the trust 
companies have secured from 45% to 
50% of the number of decedents’ 
estates inventoried in the $100,000 and 
over classification. Is it coincidental 
that in these two cities there are more 
well trained trust salesmen than in any 
other city of the United States with per- 
haps the exception of Chicago? 


We complain about trust business 
being unprofitable and let three to four 
billion dollars a year in estate business 
slip through our fingers—a giant mar- 
ket in executors’ fees of more than 
$100,000,000 annually—to say nothing 
of the additional trustees’ fees and 
profits from commercial business col- 
lateral to trust business, while thousands 
of families are deprived of a service 
that could be invaluable to them. 


Is it a coincidence that the only busi- 
ness in the country that still is afraid 
to use modern salesmanship admits an 
operation where more than 75% of the 
departments make no profit?® 


Our product is better than our ability 
to sell it. We are merchandising when 
we should be selling. 








®The Trust Bulletin, Sept. 1952, p. 12. 
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MINORS OR TRUSTS AS MEMBERS OF PARTNERSHIPS 


LEON B. BROWN 


Member of the California State Bar; Los Angeles 


HE RevENUE Act oF 1951 makes 
7 clear that the recognition for tax 
purposes of a family partnership is not 
to be denied merely because certain 
interests were acquired by gift; but, as 
stated in the Committee Reports, it 
leaves the courts free to determine in 
any case whether a donee actually owns 
the interest transferred to him or 
whether the donor has retained so many 
controls as to remain the substantial 
owner and therefore taxable under 
Section 22(a). In determining this 
question many of the family partnership 
decisions are still pertinent authority. 
Fortunately, the criteria which they 
establish, or at least those recognized 
by the Bureau, have been classified and 
explained in a long Mimeograph Letter, 
No. 6767, issued February 19, 1952. 
Although this ruling is applicable only 
to taxable years beginning before 1951, 
it furnishes the best guide to the Bu- 
reau’s position on the questions which 
the 1951 Act does not settle. 


In some cases, where capital was a 
material income-producing factor, the 
courts have given tax recognition to 
partnerships directly with minor chil- 
dren,! but it is a dangerous practice. 
Mim. 6767, subd. 5, says the Bureau 
recognizes that in some instances a 
minor may have sufficient maturity and 
experience to be competent to enter 
into business dealings, and that it will 
not press the legal disabilities of a minor 
under state law so far as to deny this; 
but the ruling goes on to say that ex- 
cept upon a clear showing of actual 
competence the Bureau will presume 
that a minor is controlled by others. It 
is not clear what competence is required, 
but the mere transfer of an interest in 
business assets does not make the trans- 
feree a partner, a partnership can be 
created only by contract, express or 
implied, and under the Culbertson case 
the ultimate test of validity is the sub- 
jective intent of all parties to do busi- 
ness as partners. Most of the decisions 
thus far have considered only the tax- 
payer’s intent, but I am impressed by 
the approach taken in Batman v. Comm. 


ee 
1E.g., Arnold v. Green (C.A. 5, 1951), 186 F. 
(2d) 18 (general partnership); Flandrick v. U. S. 


(D.C., Calif., 1951), 99 F. Supp. 718 (limited part- 
nership). ' 
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This is the first of a series of short 
papers presented at the 1952 Tax Forum 
sponsored last May by the Title Insur- 


ance and Trust Company of Los Angeles. 
The material has been brought down to 
date where necessary. 





(C.A. 5, 1951), 189 F.2d 107, where 
the Court of Appeals held the partner- 
ship a sham because the Tax Court 
found the taxpayer’s transfer of an 
interest to his 14 year old son was a 
unilateral transaction in which the 
child’s part was entirely passive. 


Any taxpayer who forms a partner- 
ship directly with a minor gambles on 
his ability to convince the Bureau that 
the child actively participated in the 
negotiation of the partnership agree- 
ment and fully realized its implications. 
Before taking any such gamble the tax- 
payer should consider whether he has 
the means of discharging his additional 
tax liability if the partnership is denied 
recognition for tax purposes. If a father 
takes adult children into his business 
and their status as partners is not recog- 
nized, he may hope that they will vol- 
untarily return to him the profits they 
have received, or at least enough to pay 
his tax deficiency; but if the children 
are minors, that money is under guar- 
dianship and probably beyond recall.? 


Of course, a guardian can be appoint- 
ed at the time of transferring to the 
child the interest in the business assets, 
but it is unlikely that any court would 
authorize a guardian to enter into a 
partnership. Every partnership involves 
a delegation of authority, and the duty 
of a guardian to manage his ward’s 
estate may not be delegated.* The only 
case I know of in which a guardian 
was authorized to execute a partnership 
agreement is Giffen v. Comm. (C.A.9, 
1951), 190 F.2d 188, where the gifts of 
business interests to minor children 
were expressly conditioned upon the 
execution by their guardian of an agree- 
ment setting up a limited partnership. 
The court authorized the guardian to 





2Cf. Stone v. Stone, 319 Mich. 194, 29 N.W. (2d) 
271, and Lowry v. Kavanagh, 322 Mich. 532, 34 
N.W. (2d) 60. 


8Gaver v. Early, 191 Cal. 123, 215 P. 894. 


execute the agreement, but because of 
the express condition the children never 
received unrestricted control of the sub- 
ject of the gift, and the partnership was 
therefore denied tax recognition. This 
suggests that there should be an inter- 
val during which the donee has such 
unrestricted control.*# 


Trust as Partner 


There is no longer any doubt that a 
trustee may be recognized as a partner 
for tax purposes.* Neither is there any 
further need to fear attack on the 
ground that the transfer to the trustee 
serves no business purpose. The Com- 
mittee Reports on the 1951 amendments 
criticized decisions which denied tax 
recognition on such grounds, and Mim. 
6767, subd. 3, while maintaining that a 
tax-avoidance motive is a factor to be 
considered in determining the reality of 
an intra-family gift, expressly declares 
that “There is no requirement that intra- 
family gifts be motivated by a business 
purpose.” 


The procedure is to transfer, irre- 
vocably, a fractional interest in the 
business assets, subject to existing lia- 
bilities, directly to the trustee and then 
to have the trustee, acting pursuant to 
express authorization in the trust in- 
denture, execute a written partnership 
agreement which meets the require- 
ments of the 1951 Act as to division 
of profits. The transfer should not be 
conditioned on the execution of the part- 
nership agreement® or, what amounts 
to the same thing, the trustee directed 
to execute the agreement; but I do 
not think the partnership is vulnerable 
merely because the donor, from prior 
conferences with the trustee, knows that 
the trustee is favorably disposed toward 
the formation of the partnership. The 
1951 Committee Reports, criticizing the 
decisions rendered since the Culbertson 
case, said: 

“Others seem to assume that a gift 


of a partnership interest is not com- 
plete because the donor contemplates 


8aThis caution is underscored by the recent de- 
cision of the Ninth Circuit Court of Appeals in 
Toor v. Westover, Dec. 18, 1952. 


4I.R.C. Sec. 191, last sentence; Mim. 6767, subd. 
4; Theodore D. Stern, 15 T.C. 621. 


5Giffen v. Com’r., supra. 
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the continued participation in the 
business of the donated capital.” 


‘The creation of a trust for the bene- 
fit of a member of the donor’s imme- 
diate family raises the possibility of 
taxation of the trust income to the 
donor, under Section 22(a), entirely 
apart from the family partnership; but 
careful adherence to the requirements of 
the “Clifford” regulations® will avoid 
this result. The more difficult problem 
will be avoidance of the pitfalls arising 
out of the attempt to make the trustee 
a member of the partnership. 


Choice of Trustee 


Very frequently it is the hope of the 
donor that he, or another member of 
his family, or one of his business asso- 
ciates, may act as trustee of the trust. 
This is extremely dangerous. Under 
subdivision 4 of Mim. 6767, it initiates 
an inquiry as to whether, all things 
considered, a partnership in good faith 
was intended. On the other hand, the 
mimeograph gives express assurance 
that “a trustee unrelated to and inde- 
pendent of the grantor, . . . who as 
general partner has participated in man- 
agement or has received actual distribu- 
tion of all or a major part of the share 
of income distributable to the trust will 


ordinarily be accepted as . . . a bona 
fide partner.” 
Usually, however, an independent 


trustee is unwilling to become a gen- 
eral partner, with unlimited liability. 
The Mimeograph recognizes that trus- 
tees may become limited partners, and 
subdivision 6 expressly declares that 
“significance cannot be attributed to the 
absence of services and participation in 
management on the part of a limited 
partner.” It goes on to warn of the 
adverse effect of making the interests 
of limited partners unassignable, of re- 
quiring their interests to be left in the 
business for a long term of years, or of 
giving the general partner discretion as 
to distributions of income. 


Now, under the Uniform Limited 
Partnership Act the interests of limited 
partners are always assignable. Prob- 
ably what the Bureau means is that the 
certificate should give the limited part- 
ner the right to make his assignee a 
substituted limited partner. The warning 
about giving the general partner discre- 
tion as to distributions of income 
should be read in connection with the 
statement in subdivision l1(e) that “the 
retention of partnership earnings with 
the acquiescence of the donee for the 


®Reg. 111, Sec. 29.22(a)-21. 





reasonable needs of the business is not | 


inconsistent with bona fide ownership 
by the donee.” 


Safeguards 


Finally, subdivision 6 requires the 
application of the tests set forth in sub- 
division 1, especially part (d). They 
suggest these safeguards: 


1. The donor should not personally 
own or control assets essential to the 
operation of the business. 


2. The partnership agreement should 
not give anyone the right to purchase 
the trustee’s interest for less than fair 
market value. 


3. The income of the trust should not 
be used for the child’s support. 


4. The major part of the trust’s share 
of the partnership income should actu- 
ally be distributed, annually, to the 
trustee, and the balance should not be 
retained in the business without the 
trustee’s formal written consent. 


Many taxpayers will rebel against 
actual distributions of earnings in ex- 
cess of amounts necessary to pay income 
taxes, but it may be essential to tax 
recognition of the trustee as a limited 
partner. Even a return of these earnings 
to the partnership in the form of loans 
may be dangerous, in view of the state- 
ment in Subd. 1(e) of the ruling that 
this falls short of establishing real en- 
joyment by the donee. 


The last reported decision of the Tax 
Court on a family partnership in which 
trustees for minor children were limited 
partners is Theodore D. Stern, 15 T.C. 
521. The partnership was recognized 
for tax purposes. The case was followed 
in John J. Cunningham, P-H T.C. Mem. 
Dec. 51,242, despite the fact that the 
income of the trusts was accumulated. 
Since then the Tax Court has denied 
tax recognition to one family partner- 
ship, involving trusts, in Joseph J. 
Schallerer, P-H T.C. Mem. Dec. 52065, 
but pointed out in that case that the 
trustees were general partners, yet rend- 
ered no services. This case was decided 
a few days after the issuance of Mim. 
6767, but makes no reference to it. 


To what extent, if any, taxpayers may 
safely depart from the strict require- 
ments of Mim. 6767 I do not know. | 
believe, however, that if those require- 
ments are rigidly adhered to, there will 
be no difficulty in obtaining tax recogni- 
tion of a family partnership in which 
the interests of minor children are 
represented by independent trustees as 
limited partners. 
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PANELS DISCUSS CURRENT TRUST QUESTIONS 


Common Trust Funds 


Estimates of the savings accomplished 
by common trust funds range from 15% 
to 40%, but, regardless of their accur- 
acy, such a fund unquestionably allows 
substantial simplification and _ conse- 
quent economies in procedure, permit- 
ting handling of a greater volume of 
business with the same personnel. This 
was one of the points brought out at 
the Panel on Common Trust Funds held 
at the Mid-Winter Trust Conference of 
the American Bankers Association in 
New York last month. Likewise, by 
elimination or reduction of the volume 
of security orders which, in one trust 
department, necessitated 23 steps in 
handling, a substantial saving can be 
effected. Besides participation by in- 
dividuals, new employee trusts or such 
plans as will not within too short a 
time exceed the $100,000 limitation can 
find the security diversification inherent 
in a common fund helpful. 


Charles F. Zukoski, Jr., senior vice 
president of The First National Bank. 
Birmingham, and chairman of the Trust 
Division’s Committee on Common Trust 
Funds, presided over the panel which 
consisted of M. A. Georgen, cashier, 
City National Bank and Trust Co., Chi- 
cago, George F. Karch, vice president, 
Cleveland Trust Co., Floyd O. Shelton, 
vice president and trust officer, Fort 
Worth National Bank, and A. W. 
Whittlesey, vice president, The Pennsyl- 
vania Co. for Banking and Trusts, Phil- 
adelphia. 


The use of dual funds. one for equi- 
ties and another for fixed income secur- 
ities, was apparently ruled out on the 
basis of present sentiment. Of 80 replies 
from 104 trust companies with common 
funds polled, 66 expressed preference 
for the balanced-type fund, which has 
sufficient flexibility to meet individual 
needs under a wide range of conditions, 





PANEL ON EMPLOYEE TRUSTS 


while a strictly equity fund might prove 
at times too subject to extremes of 
fluctuation. 


If capital gains have accrued, with- 
drawn fund units incur a tax liability, 
which condition the panel felt should be 
remedied by legislation to place them 
on the same basis as securities received 
in kind, which are free from capital 
gain tax until sold at a profit. Benefici- 
aries are often so pleased with their 
common trust fund experience that they 
would prefer to continue on the original 
unit basis under a new instrument 
rather than be paid out and then re- 
invest at a higher unit value in fewer 
units, incurring at the same time an 
involuntary tax bill. This works a real 
hardship and is discriminatory and the 
committee plans to consider suggestions 
looking toward its correction. 


Employee Trusts 


Growth possibilities in employee 
trusts rate in the following order: pen- 
sion retirement funds, profit-sharing 
plans, and employee savings incentive 
plans, according to the Panel on that 
subject under the guidance of Wallis B. 
Dunckel, chairman of the Trust Divi- 
sion Committee on Employees Trusts 
and vice president of The Bankers Trust 
Co. of New York. His associates were 
Francis J. Amer, vice president, Na- 
tional City Bank of Cleveland, Carlysle 
A. Bethel, senior vice president, Wacho- 
via Bank and Trust Co., Winston-Salem, 
Fred McKenzie, vice president, The 
Hanover Bank of New York, and Reno 
P. Ransom, vice president, Seattle-First 
National Bank. 


Profit-sharing plans are coming into 
greater favor in recent years and appear 
to have considerable room for growth, 
while the pension field is still susceptible 
of substantial further development 
among the medium to smaller size cor- 


Left to right: Francis J. Amer, Reno P. Ransom, Wallis B. Dunckel, leader; Carlysle A. 
Bethel, and Fred P. McKenzie. 


(Photos of other panels were printed last month.) 
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porations which have perhaps not con- 
sidered themselves large enough to 
undertake this obligation. However, the 
need of management to offer compar- 
able employment attractions will be a 
continuing influence to assist this trend. 
One member cited the degree of flexi- 
bility possible in drawing profit-sharing 
plans, with the lowest recommended 
coverage at not less than 20 employees, 
while another can be so drawn as to 
provide for only the white collar and 
executive groups who do not receive 
overtime pay as do union members 
under contract agreements. 


The proposed Jenkins-Keogh Bill to 
permit individuals to build up a tax. 
free retirement fund was favored by the 
panel, but, in the opinion of the mem- 
bers, its prospects of enactment in the 
near future are dimmed by revenue 
considerations. With an estimated an- 
nual tax loss from exclusion of this 
revenue of perhaps $300-$400 million, it 
is unlikely that the Administration will 
look kindly upon this bill until reduced 
expenditures permit a balanced budget. 
When and if enacted, there will probably 
develop some desirable business under 
master plans covering association par- 
ticipation but individual plans now 
seem to promise the possibility of more 
work and detail than of profit. 


As operating costs have risen in the 
post-war years, most institutions have 
raised their rates. The need for extreme 
care in quoting on various employee 
plans was mentioned in order to avoid 
unforeseen expense factors. An instance 
cited was that of an optional savings 
plan sponsored by a petroleum com- 
pany. The trustee under this plan only 
executed the orders for placement of 
the individual’s funds in E bonds, the 
company’s stock, or mutual fund shares 
and then held the securities subject to 
order. Careful calculation revealed, 


however, that a tremendous volume of | 
bookkeeping and safekeeping routine | 


was inherent in the plan and rates were 
quoted accordingly. 


Although rates may vary between 
cities and according to the needs of 
the corporation, the following are typi- 
cal fees for pension and profit-sharing 
fund trustee services of one of the lead- 
ing New York institutions, based upon 
the total par value of bonds and the 
cost value of stocks in the trust at the 
close of each fiscal year: 
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On the first $ 100,000 $500 
On the next 900,000 1/4 of 1% 
On the next 4,000,000 1/8 of 1% 
' On the next 20,000,000 1/15 of 1% 


On the balance 1/25 of 1% 


In addition, a charge is made for 
disbursing pensions or other miscellane- 
ous bookkeeping and services. 


Financial institutions have for some 
years had pension retirement plans for 
their employees which have been supple- 
mented more recently, in some cases, by 
profit-sharing formulae. New York 
banks in the latter category are The 
Chase National Bank, National City 
Bank, The Hanover Bank, New York 
Trust Co., and The Bankers Trust Co., 
and in Chicago The First National Bank 
and Harris Trust and Savings Bank. 


Because of divergent needs and pur- 
poses of the individual participants, the 
use of insurance contracts under em- 
ployee profit-sharing plans is usually 
avoided in setting up new plans. While 
it may be ideal for the family man with 
large responsibilities, it provides per- 
haps unneeded protection for another. 
Cash is more flexible and always applic- 
able to individual purposes. The use of 
key-man insurance in a profit-sharing 
trust may, however, be justified as a 
contribution to the subsequent benefici- 
aries under the plan. 


The panel discussed a conservative 
investment approach to the allocation 
of new pension fund money received at 
this time on an annual lump sum basis. 
One member suggested that 75% be 
placed in long-term corporates and the 
remaining 25% in good common stocks 
to be purchased at intervals. Preferred 
stocks were not advised in this case but 
another participant differed with this 
opinion to the extent of recommending 
a fairly substantial preferred commit- 
ment, as well as the inclusion of a small 
amount of Government — short-term 


bonds. 
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Smaller Trust Departments 


Questions sent in to the panel on 
Smaller Trust Departments were 
grouped by chairman Joseph M. Naugh- 
ton, president, Second National Bank, 
Cumberland, Md., under the general 
headings of personnel, investment pro- 
cedures, operational matters and fees. 
Discussing the first topic, panel member 
H. Leroy Austin, vice president, Secur- 
ity Trust Co., Lexington, Ky., said that 
paying more money was not the whole 
answer, but it is nevertheless necessary 
to watch industry, and to keep one’s 
competitive position in bidding for the 
labor supply. The employee, once ob- 
tained, needs to feel that he is a part 
of a team, Mr. Austin said, and gener- 
ally the bank needs to know more than 
it does about the individual in order to 
achieve that sort of integration. 


The number of people required for 
adequate operation of a trust depart- 
ment was discussed, with the conclusion 
that Gilbert T. Stephenson’s rule-of- 
thumb of 10 people for a department 
with $20 million of assets under ad- 
ministration still holds. Roughly speak- 
ing, each additional $2 million would 
require another department worker. 


In regard to selecting and training 
trust officers, Mr. Austin pointed out 
that many people entering trust business 
at the clerk level do so on a hit or miss 
basis. Perhaps they are transferred 
from another department because at the 
moment they are the only people avail- 
able. A definite plan of training, there- 
fore, is essential, including a reading 
program (not only books, but also 
Trusts AND EstaTEs the Trust Bulletin, 
attendance at schools, and association 
with other trustmen. Another panel 
member, Charles E. Borgel, trust officer, 
First National Bank, York, Pa., suggest- 
ed the A.I.B. course as the background 
and foundation for the rest of the pro- 
gram. One instance of a local law school 
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providing part of the training was cited 
by a third member of the panel, Robert 
J. Saner, vice president and trust off- 
cer, Springfield (Ill.) Marine Bank. 
Chairman Naughton summed up this 
part of the discussion by saying there 
was plenty of training available if the 
trust departments would get their 
younger workers geared into it. 


Investment Procedures 


Charles W. Eliason, Jr., vice president 
and trust officer, Commercial National 
Bank, Peoria, told the group: “If you 
don’t have a qualified investment man, 
don’t take that kind of trust business.” 
Statistical services and some sort of 
advisory service on a paid basis should 
be used, he told the group, but “don’t 
just take their advice. You must con- 
sider it, and agree or disagree, and 
make the records show that you did 
that.” He recommended that the invest- 
ment committee’s investment policy be 
recorded in the minute book. A master 
list from a correspondent bank can be 
helpful, he said, but must not be fol- 
lowed blindly. There is some danger 
that the use of any service or counsel 
may influence the trustee’s judgment, 
Mr. Borgel pointed out, saying that he 
thought it best for the service to pro- 


Do You Want Help 
About 


FLORIDA? 


Banks in all parts of the coun- 
try can rely on The First Na- 
tional Bank of Miami for full 
cooperation — in solving the 
estate and trust problems of 
customers haying—or contem- 
plating — Florida residence. 


Your inquiry is invited. 
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vide background information, but not 
to say specifically “sell,’ “buy” or 
“hold.” 


Three panel members said their trust 
committees met every two weeks (with 
some additional special meetings) for 
reviews and one reported weekly meet- 
ings. The officers meet as often as 
required, sometimes daily. Among the 
suggestions for streamlining the meet- 
ings were Mr. Borgel’s use of an agenda 
sent to the members beforehand so that 
ideas could be formulated in advance, 
and Mr. Eliason’s custom of presenting 
a prepared investment program for con- 
sideration and approval. Each account, 
he said, is presented on two sheets: 1) 
General information concerning the 
account; 2) The account’s inventory, 
including market values. The same 
sheets can be used for about two years. 
The committee meetings, with this sys- 
tem, last ordinarily half an hour, some- 
times an hour. There was some disagree- 
ment about records, some thinking that 
they should reveal how an investment 
decision was reached, and others hold- 
ing that decisions should be recorded, 
but that including the preliminary rea- 
soning was more dangerous than help- 
ful. As to beneficiaries, Mr. Eliason said 
he kept them as fully informed as pos- 
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sible—sometimes in writing and some- 
times verbally—but with exceptions in 
cases where he knew the individual was 
not interested in the investment aspects. 


Asked if equities should be used, Mr. 
Austin replied, “Yes,” and a poll of the 
panel showed that all members do use 
common stocks in discretionary trusts 
but emphasize the necessity of careful 
selection and supervision. 


The Common Trust Fund as an in- 
vestment medium cannot be handled 
effectively by a small trust department, 
in the opinion of Mr. Borgel, because 
of limited personnel. He said he knew 
of no $5 million or under departments 
—considered “small” in Pennsylvania—- 
which were operating such Funds, and 
his own $10 million department had 
investigated its use to save expenses, and 
decided not to undertake it. Whether a 
Common Trust Fund cuts costs or not, 
Mr. Saner commented, depends partly 
on what it replaces. Permanence of ac- 
counts is an important consideration 
also. Gilbert T. Stephenson remarked 
here that Proctor (Vt.) Trust Co. had 
operated a small Common Trust Fund 
for twenty years, and that other banks 
had commingled “twelve hundred 
dollar” funds. 


Operational Matters 


Asked if a branch without a security 
analyst of its own can provide advisory 
service on investments, Mr. Austin said 
that it does not work well,. but that the 
use of investment counsel is possible 
with agency accounts, the bank holding 
custody. 


Passing along the charges for 
accountants, tax specialists and the like 
is often justified, Mr. Saner told the 
group, but it may be illegal in certain 
states. Trust departments ought to 
qualify themselves to do tax work, 
however, he observed. His own depart- 
ment subscribes for tax services. By 





getting some data ahead of time through 
his bookkeeping system, spreading the 
work, and using some overtime, all but 
two trust account tax returns were filed 
by January fifteenth. 


The use of investment trust shares 
was discussed by Mr. Eliason who said 
that adding their charges to the regular 
trust charges was not justifiable, and 
that the capital gains problem had not 
been adequately dealt with. In general 
he did not approve the use of these 
shares. 


The Jenkins Keogh bill, if passed, 
will be useful to all trust departments, 
small or large, Mr. Austin told the dele- 
gates. He recommended the reading of 
the article “Tax-Favored Pensions for 
Self-Employed” by Earl S. MacNeill and 
Gordon T. Wallis in the November 1952 
issue of TRUSTS AND EsTATEs. 


Fees 


Mr. Saner expressed the opinion that 
trustmen worry more over fees than the 
customers do. While fees must be kept 
competitive, this should not be carried 
to the point of losing money. Trust de- 
partments must turn out a_ quality 
product, he stated, and the fees must be 
adequate to make this possible. Full 
agreement was given by Mr. Eliason 
who stressed the point that if the prod- 
uct really is good, customers will not 
object to reasonable fees. 


A A A 


**How to Retire” 


Good material for the executive’s read- 
ing list is the article, “How to Retire” 
in the February issue of Changing Times, 
The Kiplinger Magazine. It deals with 
the need for activity, the search for “a 
second career,” the estimating of finan- 
cial resources and the place where you 
plan to live. Three “tips” conclude the 
article: guard your health, don’t forget 
your wife or husband, beware of too 
rigid routine. 
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“I make twice what I used to,” says this farmer. “My one cus- 

tomer helps me raise better tomatoes, tells me when to pick to get 

the highest price, then pays me that price in cash. The customer? 
One of the biggest soup manufacturers.” 


Economics of Capital 


Ad of the Month 


Selected for first place is the “Don’t talk to them about 
the evils of Big Business” ad of Basic Refractories, Inc. 
Quoting the soap box orator who proclaims that big business 
throttles opportunity for the little fellow, the ad presents 
four such smaller businesses—one of which is pictured 
herewith. The other three are a greeting card company 
which had to increase its working force from six to thirty 
to handle the orders from one customer; a nylon cloth 
weaver whose business wouldn’t exist if one large company 
had not risked $27,000,000 in research; and the independ- 
ent service station man, whose business, likewise would not 
exist except for large automobile, steel and rubber compan- 


ies which made possible the autos that 40 million people 


Capitalabor Team 


EMPLOYEE TRUSTS PURCHASE 
CLEVELAND PNEUMATIC TOOL 


Ownership of the multimillion dollar 
Cleveland Pneumatic Tool Co., world’s 
largest manufacturer of shock-absorbing 
aircraft landing gears, has passed into 
the hands of its two employee profit- 
sharing trusts. For the past several years 
the stock has been owned by the Sixty 
Trust of Boston, a pension fund for the 
employees of Textron Inc., which stands 
to make a tidy profit, if its reported 1948 
purchase price of $7 million is correct. 
The two trusts of Pneumatic Tool will 
pay a total of $11,803,000 for the stock, 
with a down payment of $2,150,000, 
which is covered by funds in the trusts. 
Profits from the company together with 
income from future profit sharing, are 
expected to cover remaining installments 
as well as retirement payments to em- 
ployees. 


The Trust for Overtime-Paid Employ- 
ees is to pay off its balance for 49% of 
the stock in seven years, while the Trust 
for Non-overtime Employees will spread 
its payments for 51% of the stock over 
fourteen years. The former is the larger 
of the two trusts, but Sixty Trust de- 
manded the 49-51 arrangement in order 
to assure continuance of the present man- 
agement, under which the company is 
prospering. The company has an order 
backlog of $90,000,000. 


NEED FOR EXECUTIVE TRAINING 


A study of executive training in more 
than 30 cities has been undertaken joint- 
ly by the American Management Asso- 
ciation and the Ford Foundation. Pre- 
liminary surveys disclose that 60% of 
the companies already heard from are 
doing “very little or nothing” and that 
most programs now in existence are un- 
der 5 years old. . . . The concern of in- 
dustry for the continuing development 
of executive personnel is the result of 
Management’s agreement that future 
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progress hinges to an important degree 
on the discovery, development and ulti- 
mate utilization of human resources, ac- 
cording to Virgil K. Rowland, personnel 
assistant to the Secretary of Detroit 
Edison Co. ... McCormick & Co.’s “mul- 
tiple management” program, involving 
a substitute board of directors, self per- 
petuating through merit rating, has been 
in operation 20 years and provides a 
channel for the ideas of young and mid- 
dle management men, Frederick J. Bell, 
director of human relations, has stated. 
He pointed out that of 5000 recommen- 
dations submitted to top management by 
the junior board, only 60 were rejected. 
Of the 19 men now on the senior board 
of directors, 14 have come from one of 
the subordinate boards. 


BANK OFFERS SHARES TO EMPLOYEES 


The Central National Bank of Rich- 
mond, Va., has made available to em- 
ployees 150 shares for purchase at a price 
approximating the current market, but 
with the bank paying $5 toward each 
share subscribed. Stock purchase pay- 
ments may be made through a payroll 
deduction plan which will complete pay- 
ments by the year-end, and each em- 
ployee may subscribe for a maximum of 
five shares. 


The bank as trustee borrowed at 4% 
funds needed to purchase the shares of- 
fered, and cash dividends during 1953 will 
be applied to meet the interest, with any 
excess of dividend money distributed to 
subscribers at the close of the year. 


PROFIT SHARING AND DIRECTORS 


Speaking recently on “How I Would 
Introduce a Profit-Sharing Plan to a 
Board of Directors,” president W. H. 
Wheeler, Jr., of Pitney-Bowes, Inc., made 
the following points: First the president 
of the company must be sure of the 
soundness of the idea. Second, study a 
wide variety of plans. Third, tell the 


could buy. 


Republic Steel has a current ad which 
starts with the usual income tax gripe 
and develops into an analysis of family, 
company and government expenditures. 
“. . . my wife runs our. home with 
simple, sensible day-by-day economy .. . 
so does any well managed business . . . 
why shouldn’t government practice that 
same common sense economy?” 


The New York Stock Exchange in a 
two page spread presents six illustrated 
instances that “investors leave the nation 
richer than they found it.” They chose 
railroads, telephones, canals, moving 
pictures, automobiles and the securities 
exchange itself. 





board of accomplishments elsewhere and 
ask approval of a study and later re- 
port. Fourth, report back with the type 
of plan selected, but not all the details 
worked out. Get the board — and the 
employees — in on the process of per- 
fecting it. Fifth sell the board on both 
the moral and the practical aspects of 
the program, recognizing that it is a 
risk, but one which can produce great 
rewards if undertaken in an atmosphere 
of faith. President Wheeler said the 
easiest times to sell a board would be 
when taxes are as they are now, or in 
a period of very low profits. He believes 
the progress of civilization can be meas- 
ured by the extension of more equality 
of opportunity to individuals. 


How To FicHT Reps 


One way to overcome the “class con- 
flict that curses our age” is profit shar- 
ing and wider employee ownership of 
business, Thomas D’Arcey Brophy, chair- 
man of Kenyon & Eckhardt advertising 
firm, told a recent gathering. The efforts 
of Marxists to create a classless society 
have produced the sharpest class division 
in history, he said, but the true way 
might. be “to make all workers property 
owners and all property owners workers.” 


187 

















A is for Allied Chemical 


Little Sue may not realize it, but every essential chemicals. Tomorrow, their con- 
moment of the day Allied Chemical reaches tribution to American life will be broad- 
into her life in just about everything she ened still further through Allied’s creative 
sees, tastes or touches . . . for Allied pro- research in many fields. 
vides almost every type of basic chemical Highlights of results of Allied Chemical’s 
used to make the necessities and comforts operations last year and in the past decade 
of American life. are covered in our 1952 Annual Report. A 
Today, Allied’s six great operating divi- copy will be sent on request to the Com- 


sions produce more than 2000 of these pany at 61 Broadway, New York 6, N. Y. 


Barrett Division General Chemical Division National Aniline Division 


hemical 





Sulfuric and Other Commer- 
cial Acids, Alums, Phosphates, 





Coal Tar Chemicals, Resins Sodium and Fluorine Com- Dyestuffs and food Colors, 

and Plasticizers, Roofing and pounds, Reagent and Labora- Industrial Intermediates, Syn- 

Building Products, Bituminous tory Chemicals, Insecticides thetic Detergents, Pharmaceu- 
Chemicals Vital to American Progress Road Materials and Fungicides ticals 
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1952 1951 
Sales and operating revenues................- $490,183,000 $502,027,000 
Profit on sale of securities...........scecccecs te 
Interest, dividend and other receipts........... 4,382,000 4,882,000 
PO CNIS 6 os cic cseseseess $496,539,000 $506,909,000 
Income before Federal taxes...............000: $ 80,417,000 $106,708,000 
TE Be a dey 40,305,000 40,549,000 
Federal income and excess profits taxes......... 40,112,000 66,159,000 
SEED 2a 6 60bi0600ne ke be kak EES onasse 12,409,000 12,731,000 
Wages and salaries paid. .......0scccsceseess 121,654,000 115,135,000 
DEES o.4 hark RAs erie caWRC NA eanebeb en 26,569,000 26,569,000 
Per share of common stock— 
Oc. ues sg nu we pase awaeed eens $4.55 $4.58 
EE 5 Uahcus Ub eue hk oue beaks anata 5.93 8.91 
EY 6-044 stertssnensetubcoians 3.00 3.00 
Dec. 31, 1952 Dec. 31, 1951 
EY MINE 6 8cdcseedadnsddeeenvesunne $548,106,000  $470,958,000 
PT CC PC Pe eC re 193,941,000 220,734,000 
Investments, Deferred Charges and Other Assets. 26,418,000 26,737,000 
RI ss ccd Cab awed wowed ehcKir 70,709,000 92,871,000 
a ao a a lg 50,000,000 ~— ........ 
Depreciation and Other Reserves.............. 322,231,000 313,770,000 
Increased Cost of Replacements (surplus reserve) 40,000,000 40,000,000 
Capital Stock and Surplus..................4.. 285,525,000 271,788,000 
Stockholders at end of year. .........ccceecece 27,850 26,800 
PE os 64.5050 0Fcebseumesaseceewesces 27,800 28,000 
Operations 


Sales in 1952 were approximately 2% below 
record level of 1951 due to adverse effect 
in early months of 1952 of the decreased 
activity of a number of industries served 
by the Company and to the effect of the 
steel strike. Income for 1952 before Fed- 
eral income and excess profits taxes de- 
creased due to the decline in sales and to 
continued increase in hourly wage rates 


and to higher freight rates and other costs. figure. 


COKE 





Semet-Solvay Division 


Coke and By-Products, Coal, 


Anhydrous Ammonia, Nitro- 
gen Solutions, Urea, Fertilizer 
Materials, Methanol, Formal- 


dehyde ethylene Products 
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Gas Producing Apparatus, 
Wilputte Coke Ovens, §$ 
thetic Wax and Other Poly- 





The reduction in income was largely offset 
by substantially lower Federal income and 
excess profits taxes due mainly to the fact 
that all of the decrease in income came out 
of the highest bracket, taxed at over 80%. 
Net income for 1952, which included profit 
after capital gains taxes on sales of mar- 
ketable securities of approximately 16 cents 
per share, was about 1% below the 1951 


Solvay Process Division 


SOLVAY 


VW 


Alkalies, Chlorine, Calcium 
yn- Chloride, Ammonium and Po- 


tassium Compounds, Alkali 
Cleansers 


Construction 


Substantial progress was made on 
the Company’s construction pro- 
gram during 1952 but completion of 
several major projects was delayed 
due to inability to obtain scarce al- 
loy steels and other critical mate- 
rials. With the easing of material 
shortages, it is now expected that 
these projects will be completed in 
the near future. 

Gross additions to the property 
account in 1952 aggregated $87,- 
643,000 or nearly twice the 1951 
additions. Property retirements in 
1952 were $10,495,000. About 80% 
of the construction expenditures 
during the year were for expansion 
and new projects, the highest ratio 
in many years; substantial addi- 
tional expenditures on new develop- 
ments are anticipated. 

Major projects on which expendi- 
tures were made in 1952 include 
new plants to produce phthalic an- 
hydride, polyethylene wax, synthetic 
benzol, chlorine and aluminum 
fluoride, and expansion of facilities 
for production of soda ash, chlorine 
and caustic soda, synthetic phenol, 
coke and roofing materials. Con- 
struction was started on new plants 
for ammonia and urea, ethylene 
oxide and ethylene glycol, a high 
analysis fertilizer, and a new syn- 
thetic fiber of the polyamide 
(nylon ) type. 


Research and Development 


The emphasis on research is being 
continued and in 1952 the Com- 
pany’s research staffs were increased 
and additional facilities provided. 
An extension to a product applica- 
tion and technical service laboratory 
was completed and placed in service 
at Edgewater, N. J., and additional 
laboratory facilities were acquired 
near Philadelphia, Pa. for conduct- 
ing the research and_pilot plant work 
formerly performed at a Philadel- 
phia plant. 

The Company is proceeding with 
commercialization of a number of 
new processes and products based 
on work of research staffs. Addi- 
tional developments are reaching 
pilot plant stage and it is expected 
that operating results in future years 
will show increasing benefits from 
the expanded research program. 


Investments and Securities 


During 1952 the Company sold 
some marketable securities; at the 
end of the year, items in the Mar- 
ketable Securities account, repre- 
senting all items owned by the Com- 
pany which are listed on the New 
York Stock Exchange, had a book 
value of $20,554,693. Quoted mar- 
ket value at the end of the year was 
$60,870,202. 
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PREFERREDS in COMMON TRUST FUNDS 


NE-HALF OF THE ISSUES in the finan- 
QO cial group of preferred stocks held 
by Common Trust Funds in 1952 either 
were newly represented there or were 
included in more fund portfolios than 
in the previous year, a staff survey by 
Trusts AND Estates has found. The 
petroleum group shares first place 
growth honors with 50% of its issues in 
the same category. Steels and metals 
were next with 41%, and utilities 33%. 


The financial field also held first place 
in the percentage gain in total number 
of shares owned by the funds, with 55%, 
well above the next contender, chemicals 
and drugs which registered 29%. Utili- 
ties were tied with steels and metals for 
third place with a gain of 24%. Two 
categories — automotive and building 
— showed a slight loss in total shares. 


In number of issues, however, the 
utilities left every other category far be- 
hind, with 218 out of a total of 509 is- 
sues, some 40%. Moreover, this stand- 
ing was further bolstered by the fact 
that among the total 1,489,000 shares of 


preferred stock, 628,000 shares were 
those of public utility companies. 


The study covered the annual reports 
of 109 Common Trust Funds — the 18 
legal and 91 discretionary funds which 
hold preferred stocks and have been in 
operation long enough to have made an 
annual report. Their combined port- 
folios, taken as of the respective 1952 
report dates, had a market value of 
$897,888,761, of which preferred stocks 
represented $129,105,087, or 14%. The 
eighteen legal funds with assets of $90 
million held preferred stocks equal to 
24.6% of that amount. The 91 discre- 
tionary funds had combined principal 
of more than $807 million, 13.2% of 
which was invested in preferred stocks. 
This compares with the 13.1% average 
a year ago (T&E, May °52, p. 344). 


The individual funds varied widely in 
the proportion of preferred stocks select- 
ed. Among the legals, it ran from less 
than 2% up to over 50%, more than 
half of the funds holding amounts be- 





tween 20% and 30%. The discretionar- 
ies had a slightly smaller range — from 
less than one per cent to a high of 40% 
— and fall roughly into three groups: 
one-third had preferreds in proportions 
under 10% of total principal; another 
third were in the 10% to 20% area, and 
the rest were over 20%. Eight discre- 
tionary and eleven legal funds reported 
no preferreds; these were not included. 


The independent judgment of invest- 
ment committees is reflected not only by 
the variation in the proportions of pre- 
ferred stocks to other holdings, but 
equally in the selection of issues. Alto- 
gether 509 issues of 377 companies were 
represented (compared to 534 common 
stock issues — see T&E, Feb. ’53, p. 
113). Of these, 396 issues appeared in 
not more than five portfolios each, and 
190 of them were found each in only one 
fund. The complete list is printed here- 
with, the numeral after each issue indi- 
cating the number of fund portfolios in 
which it appears. Convertibles are 
marked (*) and non-cumulative (*#). 





PREFERRED STOCKS IN COMMON TRUST FUNDS 


Firemen’s Ins. 


(Newark) 4 ___.. 
Globe & Rutgers F. Ins. 4.64 Pr. 








Automotive & RUBBER Amer. Cyanamid 3% B* 1 
Amer. Potash & Chem. 4A 1 
Allis Chalmers 3% od . 10 Atlas Powder 4A* .....———CA 
Armstrong Rubber 4%* vines > Bristol-Myers 3% __ 1 
Borg-Warner 3% -........ 6 Colgate- Palmolive-Peet "3% sania 
Cleveland Graphite Bronze 4% 1 Davison Chemical 4.66 A* __.- 2 
Firestone Tire & Rubber 4% _. 8 Diamond Alkali 4.4% _.......s«#& 
Fruehauf Trailer 4 ae § Dow Chemical 4A _ 10 
General Motors 3.75 - 28  &. I. Du Pont de Nemours 3% 8 
General Motors 5 _.... E. I. Du Pont de Nemours 4%~ 17 
General Tire & Rubber 3% 1 Harshaw Chemical 4%* __. 2 
General Tire & Rubber 4% . 2 Hercules Powder 5 _............ 8 
B. F. Goodrich 5 — -- 2 Heyden Chemical 3% A —_ 2 
Goodyear Tire & Rubber 5 .... 2 Heyden Chemical 4.375* 1 
Houdaille-Hershey 2%4* _ Zs Hooker Electrochemical 4% ..... 1 
McQuay-Norris 4%4* ................ 2 Interchemical 41% ee re 3 
Standard Steel Spring ae a International Min. & Chem. 4. 2 
Thompson Products 4 . sielietiilin Koppers 4 _.. ee 
United Aircraft 5* _.....__. ; i Liquid Seetenie 3%" Peete nis 2 
U. S. Rubber 8 # —....... 5 Mathieson Chemical 4%4* —— 
I Merck 3% __... 5 
Buitpinc MaAtTeriAts, Etc. Merck 4* 2nd fee ~~ 43 
Amer. Rad. & Stand. San. 7 1 Charles Pfizer 4* 2nd ices cieeitiscasads 
Armstrong Cork 3% A & Rohm & Haas 4A . aioe 
Armstrong Cork 4* 8 Sharp & Dohme 4% pr. __ 4 
Celotex 5 —— 1 Spencer Chemical 4%* 2 
Cook Paint & Varnish 3 A Pr. 1 E. R. Squibb & Sons 4 _____ a) 
Crane 3% 5 Sterling Drug 3% ..-______. 8 
eS mes 1 ue 5 Victor Chemical Works 3% —... 2 
winner Honey Reg. 3 afl Victor Chemical Works 42nd —. 1 
Pabco Products 4* ___... ats FINANCIAL 
Sherwin Williams 4 _.............. 3 
I 8 Allied Finance 56% _..... 1 
U. S. Plywood 3% ¥ rs one Amer. Investment 5% Pr. _......._ 4 
U. S. Plywood 3% B* .............. 6 Beneficial Loan 3%* —... 2 
MA Chicago Corp. 3° 1 
CuemicaL & Druc Christiana Securities 7 1 
Abbott Laboratories 4* _........ 8 Commonwealth Loan 4 _.........—s 1 
Air Reduction 4.50% 000000000000. 9 Dun & Bradstreet 4% —...._ 1 
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Household Finance 3% 
Household Finance 4 — 
Household Finance 4.4 __.. er 
Marine Midland Corp. 2. 125* 





ONnNKrF rN OWSON KH Ow we 

















National Biscuit 7 — ___ 10 
National Distillers 44%4* 6 
BE A eee ee e.g 
Philip Morris 3.90 ___._.____.. 3 
ae as COL 7 


coarse 6 OL 4 








Marine Midland Corp. 44%4* __._. Ralston Purina 3% —............ 4 
Maryland Casualty 1.05* .... z%s.tioLs 3 11 
Maryland Casualty 2.10 Pr. __.. R. J. Reynolds 4% ___. Sete! * ae 
Providence-Washington Ins. 2* .. South Porto Rico Sugar 8 eee 1 
Seaboard Finance 1.72* Standard Brands 3% __......... 9 
Seaboard Finance 2.12* United Biscuit 4% 6 
Solvay American 4* _ ae Universal Leaf Tobacco 8 _......_ 1 
TH Comtinestal ¢ Wesson Oil & Snowdrift 4* ___ 3 
Foops, Beveraces & Tosacco he satesiinse Ihepemmmmemmmanee ’ 
iin tins. es Grass, Paper & CONTAINERS 
Beatrice Foods 3%% 2 sistent yinr ay i 17 
Canada Dry Ginger Ale 41%4* ___ 1 Anchor Hocking Glass 4A _.... 3 
Carnation 3% —____. aie Sareea 1 Champion Paper & Fibre 4% _. 4 
Clinton Foods 41%4* ’ ees Cheer Com. 4... $ 
Continental Baking 5% —.____ 1 Continental Can 3% .._____.. 9 
Corn Products Ref. 7 10 Continental Can 44%4* 2nd ___.. 6 
Froedtert Grain & Malting 2.20. 2 Corning Glass 3% ——._______. 1 
Generai Baking 8 ....000.ssté‘iéa Corning Glass 3% 1947 —_.... 1 
General Foods 3%  __..... 10 Crown Cork & Seal 2 —....._. 4 
General Mills 33%* . 0000000. =«61 Crown Zellerbach 4.20 — 8 
General Mills 5 q Hollingsworth & Whitney 4 _.... 2 
Godchaux Sugars 4% Pr. 2 Hudson Pulp & Paper5A  _._.. 1 
A 1 Hudson Pulp & Paper 5.12B ... 2 
Great Western Sugar 7 _..........._ 2 International Paper 4 — 3 
Griesedieck West Brew. 5 _._.. 1 see enn 1 
i ee ee Oe oe, I oe eT 
Geo. W. Helme 7 # —.___.. 2 National Container 1% acacia 1 
Hershey Chocolate 4% A 7 Oswego Falls 5 A 2nd* 1 
Horn & Hardart 5 3 Pon Gan Gad § 4 
Hunt Foods 5A _... — Rayonier 2 1 
Liggett & Myers 7 9 Sestt Faas 6.40 OL ..- a. 
iy REO cinibeiccehemcs 6 er Bee © ee. 
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Am 
Am 
Bell 
Bue 
| 
Cat 
Che 
Chi 
Dee 
Dre 
Eke 
Foo 
Foo 
Gar 
Gen 
Gen 
Gou 
| += 
Ings 
Inte 
) By 
Nat 
Oliv 
Phi 
Rad 
Ren 
Rhe 
Ser 
Syh 
Syh 
Tun 
Uni 
We: 
Yor 


Ald 
Alli 
Ass 
Bul 
But 
Car 
Cok 
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bl ee eee oe ee | 








_ Shellmar Products 4% Istser.* _ 1 


West Virginia Pulp & Paper 4% 1 
MacHInery & EQUIPMENT 





American Brake Shoe 4* __.___ 11 
American Locomotive 7 —_..... 1 
Amer. Machine & Foundry 3.90. 1 
Bell & Howell 4% .W2 1 
Bucyrus-Erie 7 2 
33, 5 ieee 1 
Caterpillar Tractor 4.20 —...___. 9 
Cherry-Burrell 4 ______._. 1 


Chicago Pneumatic Tool 3* Pr. 1 
ge Se eel eee 
Dresser Industries 3%4* 
Ekeo Products 4% ——.___........... 1 
Food Machinery & Chemical 34%4* 2 
Food Machinery & Chemical 3%4* 11 





Gardner-Denver 4 — 2 
General Cable 4 a ae 
General Time 4% 1 
Gould-National Batteries 44%2* _. 2 


R. Hoe & Co. 1 A(new) 
nm I Oa screens 
International Harvester 7 








I.T.E. Circuit Breaker 4%* _....._ 1 
National Supply 4% -.....___.. 1 
Oliver Corp. 4%* 2 
Phileo 3%A _._- ee 
Radio Corp. of America B%4* a. ae 
Remington Rand 4% _...........__»_ 3 
Ren Eee. 4° 8 
Sg, ee See ate ee cere 1 
Sylvania Elect. Products 4 _.. 2 
Sylvania Elect. Products 4.40* . 5 
fe ere 1 
United Shoe Machinery 6 —....._ 1 
Westinghouse Elect. 3.80 B _. 19 
Ok eS 1 
MERCANTILE 

I a 
Allied Stores 4 —.. cece ae 
Associated Dry Goods 5% a 
i > a , 
Butler Bros. 4% ___. 1 
Carson Pirie Scott 4. 50 1 

2 


Colonial Stores 4 


Manufacturers of 


Marcu 1953 


Colonial Stores 5 
City Stores 4%* 
Edison Bros. Stores 4% 


Federated Department Stores 4%4 
Food Fair Stores 4.20 


Gimbel Bros. 444 
W. T. Grant 3% - 
Halle Bros. 2.40 


ees RCRA RET 
IN cic 


Jewel Tea 8% ——........... 
Lane Bryant 4% - 
Lerner Stores 44% 





i a eee 
Marshall Field 4% — ‘ 
May Department Stores 3% 
May Dept. Stores 3% 1947 ........ 


McCrory Stores 3%%* 


Montgomery Ward 7A 
Moore-Handley Hardware 5 __.._. 
1. 0h TN WN acc 
National Tas 420° 
Neisner Bros. 4% —— 


J. J. Newberry 3% 
Safeway Stores 4 
Safeway Stores 414* 
Ed. Schuster 4% ____ 
Wieboldt Stores 44%, __ 
Woodward & Lothrop 5 


PETROLEUM 


Ashland Oil & Ref. 1% 
Ashland Oil & Ref. 5 

Ailantic Refining 3% B : 
Gen. Amer. Oil of Texas 6 


Pan Amer. Petrol. & Trans. 4 im 


PU Me eo Se Te 
Standard Oil of Ohio 3% LA. 


ee. Se ee ae. on 


Sunray Oil 44%, A __... 
Union Oil of Calif. 3% 


STEELS AND METALS 


Allegheny Ludlum Steel 4.375* .. 
Aluminum Co. of America 3% — 
. 10 
ey 


ed 


American Smelting & Ref. 7 
Bethlehem Steel 7 — 
M. A. Hanna 4% _. 
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1952 
ANNUAL REPORT 


THE YEAR IN BRIEF 


Matcoim A. SCHWEIKER, President 





e Product sales prices remained unchanged despite a continued 
rise in the costs of labor, materials, freight and fuel. 


e Dividend rate continued at $.55 per share. 
e Net worth increased 9%. 


e The Company purchased a pyrophyllite mine—assuring 
its supply of this important raw material. 


e 1953 started with a 3-month backlog; prospects 
are for continued capacity production this year. 


International Nickel 7 —..... 1 








Jones & Laughlin Steel 5A 1 
National Lead 6B __.. 6 
National Lead TA 7 
Republic Steel 6 A* Pr. _.. 5 
U. S. Smelting, Ref. & Mining q 5 
U. S. Steel 7 - ee ae 
Tees ‘& Seen 
American Viscose 5 —................ 10 
Avondale Mills 4% 0000.1 
A. S. Beck Shoe 4% —............... 1 
Burlington Mills 4 — 2 
Celanese 4% A*® _. oe ae 
Celanese 72nd __.__..... BEY stores 1 
Cres: Dee Fc 2 
Dan River Mis 4% —........_ 1 
Endicott-Johnson 4 __-.-..... 3 
General Shoe 3% - 2 
P. H. Hanes Knitting s. : 1 
M. Lowenstein & Sons 4% See 
Robbins Mills 44% A* _._. 3 
Alex. Smith & Sons 4.20 1 
TRANSPORTATION 

Ala. Great Southern 6 pte. pr... 1 
American Airlines 34%* ...0..... 2 
Atchison, Topeka & 

Santa Fe 5 # - a2 ie 
Atlanta & Charlotte “Air 

Line 9 guar. _.... peas 1 
Atlantic Greyhound 4. atcha eek 
Carolina, Clinchfield & Ohio 

5 guar. _.... eh teens 4 
Chesapeake & Ohio 3%* pee ae 
Chicago, Rock Island & 

Pete GHP on 5 
Denver, Rio Grande & 

WS OO Sete | 
Greyhound 414 _.. x “B 
Kansas City Southern ‘4 t - 1 
New York, Chicago & St. Louis 

| eee ss 5 
Norfolk & Western 4 /-. pooecoeen 1 
North Penn. R.R. 4 guar. 
Norwich & Worcester 8 guar. ... 1 
Peoria & Bureau Valley guar. .. 1 
Phila., Germantown & 

Norristown 6 guar. ----.......... 1 





e Earnings were $1.07 per share compared with $1.15 in 1951. 


A copy of the Annual Report may be obtained from the Company’s office at Lansdale, Pennsylvania. 


WALL & FLOOR TILE 


AMERICAN 
ENCAUSTIC TILING 
COMPANY, INC. 


e Sales rose slightly, establishing a record high of $7,622,249 
versus $7,547,627 in 1951. 


e Federal and Excess Profits Taxes equalled $2.30 a share, 
more than double net earnings. 







Pittsburgh, Ft. Wayne 

& Chicago 7 guar. —........... 2 
Dt RR ee 
eee © ee ae ae 
Seaboard Air Line 5A*# .... 8 
CR FE UE etree 6 
United Air Lines 4%* 2 
United New eal R.R. 

6 Cer eae. 2... 8 
Virginian Rwy. 6 - sieoceatcianey | a 
3 
1 


Western Pacific 5 A. pte. . ra Steal Ba 
Wheeling & Lake Erie guar. —_.. 


UTILITIES 
Alabama Power 4.20 wtsthcnaiidieiehe ie 
Alabama Power 4.60 —__._.... 4 
Appalachian Elect. Pwr. 4% - “1 
Arizona Public Serv. 2.36 ...... \ 
Arkansas Natural Gas 6 _....... 1 
Atlanta Gas Light 4% —........ 2 
Brooklyn Union Gas 5* —__...... 2 
California Oregon Pwr. 4.70 —... 2 
Calif. Oregon Pwr. 6 (1926) —~.. ] 
California Oregon Pwr. 7 —..... 1 
Carolina Power & Light 5 ....... 4 
Central Illinois Elect. 


f° SD Fe: eee >t 
Central Illinois Light 44% —..... 6 
Central Illinois Pub. Serv. 54- 1 
Central Louisiana Elect. 4% a | 
Central Telephone 24%A _..... 1 
Cincinnati Gas & Elect. 4 ...... 4 
City Water of Chattanooga 5... 1 
Cleveland Elect. Dllum. 4% ...... 9 
Coast Counties Gas & Elect 4A 1 
Coast Counties Gas & El. 4.80B 1 
Columbus & So. Ohio El. 4% — 1 
Commonwealth Edison 1.32* 5 
Commonwealth Edison 1.40* 1 
Conn. Light & Pwr. 2.00 g 
Conn. Light & Pwr. 2.04 3 
Conn. Light & Pwr. 2.20 2 
Consol. Edison N. Y. 5 6 
Consol. Gas, El. Lt. & Pwr. 


of Baltimere 4¢ .—............ 1 
Consol. Gas, El. Lt. & Pwr. 

of Baltimore 44% B _.............. 3 
Consumers Power 4% -._....----- 10 
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Consumers Power 4.52 
Dallas Power & Light 4.24 
Dallas Power & Light 4% 
Dayton Power & Light 3% A __ 
Dayton Power & Light 3%B _. 
Dayton Power & Light 3.90 C 
Delaware Power & Light 3.70 
Delaware Power & Light 4 
Delaware Power & Light 4.56 
DuQuesne Light 3% 
DuQuesne Light 4 _ 
DuQuesne Light 4.15 
Durham Telephone 6 oe ie 
Thomas A. Edison 6.50 pipette 
Fl Paso Natural Gas 4.10 —.... 
El Paso Natural Gas 4.40 

El Paso Natural Gas 5.36 
El Paso Natural Gas 5% 
Florida Power 4 

Florida Power 4.60 
Florida Power 4.90 . eae 
Florida Power & Light 4% ___. 
General Telephone 2.10 — 
General Telephone 2.25 
General Telephone 4.40* 
General Telephone 4% 
Georgia Power 5 
Georgia Power 6 
ae een 
Gulf States Utilities 4.20 
Gulf States Utilities 4.40 
Gulf States Utilities 4.44 
Houston Lighting & Power 4 _.. 
Houston Natural Gas 5 
Idaho Power 4 

Illinois Power 4.08 
Illinois Power 4.26 
Illinois Power 4.70 mae 
Indiana & Michigan El. 4% . 
Interstate Power 4.70 
Iowa El. Lt. & Pwr. 4.80 —_.... 
Jersey Central Pwr. & Lt. 4 __.. 
Kansas City Pwr. & Lt. 3.80 
Kansas City Pwr. & Lt. 4 — 
Kansas City Pwr. & Lt. 4% 
Kansas Nebraska Nat. Gas 5 
Kentucky Utilities 4% 
Long Island Lighting 54 A 
Long Island Lighting 5B 
Louisiana Pwr. & Lt. 6 








PDO OHH ANAHWOANDRH WHE RH AON NON EARH HH DOR RHE HEH DANA TWH HH DOO 


on 


Ke DO 


Louisville Gas & Elect. 5 
Metropolitan Edison 3.80 
Metropolitan Edison 
Metropolitan Edison 
Metropolitan Edison 
Metropolitan Edison 
_ Minneapolis Gas 5 
Minneapolis Gas 5.10 
Minneapolis Gas 5.50 
Minneapolis Gas 6 __..... 
Mississippi Power 4.60 
Missouri Pwr. & Lt. 3.90 
Monongahela Power 4.40 
Monongahela Power 4.50 C 
Monongahela Power 4.80 B 
Narragansett Elect. 4% 
New England Power 6 
New Jersey Pwr. & Lt. 4 
New Jersey Pwr. & Lt. 4.05 
New Orleans Pub. Serv. 4% -_- 
New York State El. & Gas 3% .. 
New York State El. & Gas 4% _ 
Niagara Mohawk Pwr. 1.20 A*.. 
Niagara Mohawk Pwr. 3.40 
Niagara Mohawk Pwr. 3.60 — 
Niagara Mohawk Pwr. 3.90 
Northern Ind. Pup. Serv. 1.14*_. 
Northern Ind. Pub. Serv. 4% — 
Northern Ind. Pub. Serv. 4.56*_. 
Northern States Power 3.60 
Northern States Power 4.10 
Northern States Power 4.80 
Ohio Edison 3.90 
Se I I natin 
Ce Beene 6S LL... 
Oklahoma Gas & El. 5% ee 
Oklahoma Natural Gas 2.46 ___.. 
Oklahoma Natural Gas 4.75 A _.. 
Oklahoma Natural Gas 4.92B .... 
Pacific Gas & Elect. 4.80 Ist red. 
Pacific Gas & Elect. 5 Ist red. . 
Pacific Gas & Elect. 5 1st red.A 
Pacific Gas & Elect. 5% — 
Pacific Gas & Elect. 6 —............. 
Pacific Lighting 4% —............ 
Pacific Pub. Serv. 1.30 —. 
Pacific Tel. & Tele. 6 





Panhandle Eastern Pipeline PoE 
Peninsular Tel. 1 
Pam. Tee: GO nee 


¢ 
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through tax-free bonds 
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Peon. Boot. 4453 8 
Foun. Sect. C43 7 
Penn. Elect. 4.70E __ 2 
Penn. Power 4.24 5 
Penn. Power 4.25 _.. 5 
Penn. Power & Lt. 4.40 .... 2 
Penn. Power & Lt. 4% 10 
Penn. Power & Lt. 4.60 — 3 
Penn. Telephone 2.10 ~~... 1 
Penn. Telephone 2.25 — 2 
Penn. Water & Power 4.50A — 1 
Penn. Water & Power 5 5 
Philadephia Co. 6 5 
Philadelphia Elect. 1 pref.* _.... 6 
Philadelphia Elect. 3.80 17 
Philadelphia Elect. 4.30 — 4 
Philadelphia Elect. 4.40 13 
Phila. Suburban Water 3.65 — 1 
Potomac Edison 4.70 B _.... 1 
Potomac Elect. 3.60 A — 2 
Potomac Elect. 3.60 B 1 
Public Serv. of Colorado 4% ... 2 
Pub. Serv. of Indiana 3% __....... 1 
Pub. Serv. of Indiana 4.32 _. 5 
Pub. Serv. of New Hampshire 

Se 
Pub. Serv. of Oklahoma 4 __ 1 
Pub. Serv. El. & Gas 1.40* pref. 10 
Pub. Serv. El. & Gas 4.08 7 
Pub. Serv. El. & Gas 4.70 — 8 
Rochester Gas & El. 4 — 1 
Rochester Gas & El. 4.10 H 1 
Rochester Gas & El. 4% _ 1 
Rochester Telephone 5 ......... 2 
San Diego Gas & El. 4.40 __... 1 
San Diego Gas & El. 4% 3 
San Diego Gas & El. 5 _..---- 1 
San Jose Water Works 44%A_. 1 
San Jose Water Works 4% B* — 1 
Scranton Elect. 3.35 ——......... 6 
Scranton Elect. 4.40 —0000COCS 
Scranton Spring Brook 

Water Service 4.10 4 
Sierra Pacific Power 6 ___.. 1 
South Pittsburgh Water 4% __.. 1 





So. Calif. Edison 4.08 000000. 4 


So. Calif. Edison 4.32 —............ 7 
So. Calif. Edison 4.48* _ = | 
So. Calif. Edison 4.88 —_......... q 
So. Indiana Gas & El. 4.80 1 





Southern Union Gas 5 —... a 


Southern Union Gas 4% 








1 
1 
Southwestern Assoc. Tel. 5% 1 
Southwestern Elect. Serv. 4.40 _ 1 
Southwestern Pub. Serv. 3.70 _. 1 
Southwestern Pub. Serv. 4.15 3 
Tampe Elect. 4.323 A 1 
Tenn. Gas Tram. 410 5 
Tenn. Gas Trans. 4.26 5 
Tenn. Gas Trans. 4.60 3 
Tenn. Gas Trans. 4.64 6 
Tenn. Gas Trans. 4.65 5 
7oae. Ges Toe. 6.8 LT 7 
Tenn. Gas Trans. 6.256 —...... 3 
Texas Eastern Trans. 4%* _. 2 
Texas Eastern Trans. 4%* —_ 1 
Texas Elect. Serv. 4 —... 1 
Texas Elect. Serv. 4.56 3 
Texas Gas Trans. 5.40 9 __._... 1 
Texas Power & Lt. 4.56 > 4 
Toleés Tana 44 OF § 
Transcontinental Gas 
Pipe Line 2.55 - eR, 
Union Elect. of Mo. 3.50 __.. 3 
Union Elect. of Mo. 3.70 —_.... 1 
Union Elect. of Mo. 4 ...... 3 
Union Elect. of Mo. 4.50 5 
Virginia Elect. & Pwr. 4.20 _. 4 
Virginia Elect. & Pwr. 5 _........ 7 
Washington Gas Light 4.25 _... 6 
Washington Gas Light 4.50* 1 
West Penn. Power 4.10C ..00. 3 
West Penn. Power 4.20B _......._ 6 
West Penn. Power 4.50 —....... 14 
West Texas Utilities 6 — 2 
Wisconsin Elect. Pwr. 3.60 — 1 
Wisconsin Elect. Pwr. 6 —.. 1 
MISCELLANEOUS 
ntee Me 6 on 1 


Diamond Ice & Coal 5 -......... 1 
Diamond Match 1.50 
Julius Gutman 4.75 See 
Harbison-Walker Refractories 6 1 
Kendall 4.50 A seer ne ile ts a 
May-Stern 5 ; sire aren ae 
Minn. Mining & Mfg. 4 - ae 
National Cylinder Gas 4.25 _.... 3 
Talon 4 1 


N INCREASING number of banks as 
well as individuals are finding it 


highly advantageous to invest in tax- 
free State and Municipal Bonds. This 
type of security often produces a bet- 


ter net return than taxable invest- 


ments yielding many times as much. 
Our Bond Department staff can 


assist you and your customers in re- 


viewing bond accounts and selecting 


issues suited to your tax situation. 


Call or write the bond depart- 
ment for full information 


THE NORTHERN TRUST COMPANY 


LOCK BOX N, CHICAGO 90 ¢ FRANKLIN 2-7070 


NEW YORK REPRESENTATIVE ¢ 15 BROAD STREET, NEW YORK 5 
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1 
1 
1 
1 
1 
3 
1 
5 
5 
3 
6 
5 
7 
3 
2 
1 
1 
3 
1 
A 
4 
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1 
1 
6 
1 
1 
2 
1 
6 
8 
1 
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eres a Heeling 






5 a a feeling of confidence 
hovering over New Jersey, the Cross- 
roads of the East. It is brought about by 
the growth in population . . . by the ad- 
vent of new factories and new branch 
plants and new shopping centers . . . by 
the installation of new research facilities 
for industry ... by the completion of im- 
proved highway facilities, such as the 
New Jersey Turnpike ... by the develop- 
ment of new, greater industrial terminals 
... and by many other important activi- 
ties throughout the state. 


Just as the young feel confident in 
the company of the older ones, the new 
industries in New Jersey grow apace 
with many of the long-established in- 
dustrial leaders who have been operating 
for generations at the Crossroads of the 
East. 


Public Service Electric and Gas 
Company continues to play its part as a 
citizen of this great state, firmly con- 
vinced that New Jersey is a good place 
to live, work and play. 





Public Service serves New Jersey with electricity and gas . . 
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SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 


SCUDDER 
STEVENS 
& CLARK 


COMMON 
STOCK 
FUND, Inc. 


Available at 
Net Asset Values 





Prospectus on Request 






Scudder Fund Distributors, Inc. 


1 Wall St., New York 5, N. Y. 
10 Post Office Sq., Boston 9, Mass. 






















Provident Trust Bldg. 
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Prospectus describing Company and 
terms of offering may be obtained 
from Investment Dealers or 2580 Russ 
Building, San Francisco 4, California. 


Gentlemen: 
Am interested in receiving information 
on Commonwealth Investment Company. 
Will you please send me a copy of 
the Prospectus. 






Name 








CC g—E aa 





City. 





State 
















Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 


poses of publication and considerations in 
selecting stock and cost-of-living averages, 
periods and in interpretation of data. 





BALANCED FUNDS 


American Business Shares (a) 
Axe-Houghton Fund “A” _.-- 
pS  *>=, eee 
a ae 
Commonwealth Investment —__ 
Eaton & Howard Balanced —-_-_> 
Fully Administered Fund sieattind Securities) 
General Investors Trust See 
Investors Mutual —_ 2 RE RIG Sere Stee 
Johnston Mutual Fund —...- SS es 
Nation-wide Securities** >>> 
a ee 
George Putnam Fund 

Mutual Fund of Boston**** 

Scudder Stevens & Clark 

Wellington Fund 

Whitehall Fund 

Wisconsin Investment*** 


AVERAGE: BALANCED FUNDS 


STOCK FUNDS 

Me eee 
Broad Street Investing Corp. —— ~~ -__ 
OS ae 

OS ee ee 
Diversified Invest. Fd. (Diversified Fd. Inc.) *** 
Dividend Shares —___ ore es ed 
Eaton & Howard Stock — =» SSS 
0 ee 
Fundamental! Investors 
{ncorporated Investors —— es 
Institutional Shares (Stock & Bond Gi Group) i 
Investment Co. of America —--_ >>>» => ~>SE EE 
Investors Management Fund _.._._-_-_»_»» >> 
Kutekerbocker Fuad. — 
Loomis-Sayles Mutual Fund* _.... 
Massachusetts Investors Trust (c) 
Mass. Investors Growth Stk. Fund —... 
Mutual Investment Fund _.._- SS 
Un 8 ne 
National Securities — Income** Ss eege 
ee ED I 
Selected American Shares 








I i lepstnnisdtionendasannnioe 
State Street Investment Corp. —...._»_»>_>> > 
Wall Street Investing Corp. >>>» >> SSS 


AVERAGE: STOCK FUNDS —-_-->S 


90 STOCK INDEX (Standard & Poor’s) ______ 
CONSUMERS PRICE INDEX (B.L.S.) _.__. 


Base index number of 100 is the offering price . 


Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 
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2/27/53 
Principal 3 
Low High | Prin 
65.9 170.1 
71.4 $210.2 
83.1 227.9 
60.2 172.0 
73.5 $217.5 
73.6 187.1 
69.4 156.6 
65.2 $137.3 
73.5 164.4 
— 187.6 
5.96 142.3 
— 158.9 
69.2 151.2 
— $163.5 
80.9 160.6 
75.0 169.3 
wits 195.8 
65.1 $231.6 
70.8 174.8 
50.2 224.9 
60.1 211.8 
61.0 199.3 
76.1 $172.5 
— $153.1 
62.1 178.0 
62.7 223.7 229 
— 230.7 200mm 4.43 
64.8 252.1 24g 4.08 
63.9 246.2 249m 3.56 
— 4181.0 +1 7g 282 
69.0 199.7 197m 349 
67.7 221.4 21m 4.00 
59.8 %$124.6 124 1.38 
74.2 198.3 263 
59.7 194.3 
57.4 205.9 
56.1 +166.0 
60.7 241.9 
66.0 135.1 
61.4 163.9 
60.9 180.4 
62.5 137.8 
60.7 %$251.3 
— $226.7 
63.2 200.8 


59.3 


n99.8 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 


sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 


butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies cut of income earned from dividends and interest on their portfolio 


securities (excluding all capital distributions). 


a—acquisition cost lowered to O%4% on minimum 

purchases effective close Feb. 27; base revised 
n—new revised series adjusted to Dec. 1939 base. 
r—plus rights. 


@Principal index begins after 1939 base date. 
+Ex-dividend current month. 

tHigh reached current month. 

*Merged with Loomis-Sayles 2nd Fund May 
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| Distr. 2/27/53 ncome % INCORPORATED 
—_—_——_—_ BOSTON 

159 fmo41 2.54 | 112.3 3.91 
+209 92.66 3.82 7162.2 3.75 
206,mm3.70 2.47 180.0 3.73 
+ 1689m8.26 1.34 7135.4 3.81 
2173.17 1.79 182.2 3.96 
1864.09 2.04 166.8 3.86 
$1442.65 1.96 4117.4 3.75 
1379 4.09 3.46 110.0 4.95 
1639 3.98 1.41 135.8 4.17 e 
185m 3.18 2.28 171.8 4.26 @ Fundamental Investors, Inc. 
141 402 1.30 116.1 4.29 
+1579 3.04 1.96 $145.6 4.00 © 
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A te oa “82 aaa Diversified Common Stock Fund 
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229m 4.43 237 200.0 5.03 e 
247mm 4.08 2.09 209.6 4,47 
24mmis6 = 2.90 191.2 4.86 ; 
+179 2.82 4.64 7137.7 4.07 e 
197m 3.49 4.32 139.4 3.93 
21m 4.00 6.02 162.6 4.66 
124M 1.38 4.75 80.1 3.26 
19% 263 3.95 133.9 2.82 
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The Keystone Company of Boston 


**Became Balanced Fund in 1945. 

sa, {Not included in balanced or stock average. 50 Congress Street, Boston 9, Mass. 
tan aName changed from Russell Berg Fund. 

ay ***Name changed from Nesbett Fund. 
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Marcins Repucep to 50% 


Effective February 20th, the Federal 
Reserve Board reduced the margin re- 
quirements on stock purchases and short 
sales from 75% to 50%, thus returning 
to the limit of January 16, 1951. This 
was the last of the credit controls abol- 
ished, starting with the voluntary credit 
restraint program, control of instalment 
credit and curbs on mortgage credit. 


As the rate affecting the stock market 
most directly, the action of the Board 
was welcomed in the Street, although it 
was not expected to have any major 
results immediately. Given the right 
background, however, it must be con- 
sidered as helpful to the market. 


LoweER MARGINS AND MARKET 


By the Dow-Jones industrials, the rise 
in share prices amounted to over 83% 
from the June, 1949 low of 160.62 to the 
January, 1953 high of 295.06. At the top 
recorded earlier this year the industrial 
average was 38% greater than its 1946 
peak. But, a wide divergence has existed 
in the trend of the stock market with the 
high grade issues to the fore and the low 
priced stocks as the laggards. 


Among the factors which stand out in 
analyzing the divergence between the 
high grade and secondary types of issues 
is the demand from the new and impor- 
tant institutional investors whose prefer- 
ences are for the best quality issues. 
These include pension and trust funds, 
mutual investment companies, insurance 
entities and banks. Also, it is contended 
that there has been a change in the psy- 
chology of the individual, who now re- 
gards common equities more from an 
income and quality standpoint than for 
their potentialities of capital gains. 


This appears to be part of the answer. 
But equally important is that there has 
been only limited public participation in 
the stock market, evidenced by small 
volume, lack of credit excesses, and the 
neglect of the secondary and low priced 
stocks. Attitudes of stock buyers have a 
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material effect on the trend of share 
prices. The ability to now borrow 50% 
on listed securities may well offer an in- 
centive to assume a greater risk for the 
larger opportunity of profit potentials. 
Such a result could have its reflection in 
many of the long neglected second grade 
and lower priced, speculative shares. 
Francis I. Du Pont & Co. 


Bonp YIELDS 


Bond yields have been slowly rising 
for the past three years. By historical 
standards, however, yields are still low. 
The average return on best-grade corpo- 
ration bonds was about 3% at the be- 
ginning of 1953, whereas between 1900 
and 1934 it never dropped below 4% 


and at times was above 5%. 


In terms of purchasing power inter- 
est on bonds has been severely reduced 
by the inflation era since 1941. In the 
graph below, the solid line is the Moody 
average yield of corporation bonds 
rated Aaa. In the broken line, the yield 
has been adjusted for changes in the 
consumers’ price index of the Bureau 


of Labor Statistics (1935-39100). 


At the beginning of 1933 the actual 
yield, as shown by the solid line, was 
4.6%. The long decline during the low 
interest rate period culminated early in 
1946, when the yield was a little under 
2.5%. By March of 1951, when artificial 
support of marketable Treasury bonds 
at par was abandoned by the Federal 
authorities, the figure had advanced 
irregularly to 2.8 per cent. Since then 
a further rise has occurred. This has 
been somewhat greater in certain other 
types of bonds than in the series used 
on the diagram—for instance, in Treas- 





ury, municipal, and medium-grade cor- 
porate bonds. 


After adjusting for changes in the 
consumers’ price index, as indicated by 
the broken line, the decline since 1933 
has been considerably more pronounced. 
Thus if an investor had purchased 
$1,000 of bestgrade corporate bonds at 
the end of 1940, the annual interest 
(using the Moody average) would have 
been $27.10; and the purchasing power 
of this income, as related to the 1935-39 
average, would have been $26.90. If 
the investment had been made ten years 
later, at the end of 1950, the actual in- 
terest would have been $26.70 per year, 
but its purchasing power only $14.90. 


To use a different example, suppose 
that an individual was to receive $2,500 
annually as interest from a fund in- 
vested in 1933 in high-grade corporate 
bonds. Today it would take $5,160 to 
furnish the same purchasing power as 
$2,500 had in 1933. In the meantime, 
if the original bonds had matured and 
the proceeds were reinvested in other 
corporate bonds of similar grade, the 
actual interest return would have been 
lowered. Such a reinvestment of the 
original fund in December, 1952, would 
provide only $1,654 in interest. 


Business Bulletin, Cleveland Trust Co., Feb. 16, 
1953. 


“THE Biccrer THEY ARE— 


The harder they fall” is the remark 
attributed to Bob Fitzsimmons before he 
met Jim Jeffries for the heavyweight 
championship at the turn of the last cen- 
tury, and the recent survey of the Brook- 
ings Institution titled “Big Enterprise in 
the Competitive System” bears it out in 
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Cleveland Trust Company Business Bulletin 
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a business sense. Of the 100 largest in- 
dustrial corporations in 1909, only 36 


| remained in this category in 1948. Con- 
| stant pressure toward new product devel- 


opment, new technology, competition 
through substitutes, and narrow profit 
margins in sharply competitive estab- 
lished lines benefit the consumer and 
bedevil the corporation management 
which fails to keep ahead or abreast of 
the procession of progress. 


It is only logical that research should 
be the determining factor in many shifts 
of corporation policy. In recent years it 
has accentuated the marked tendency to- 
ward diversification of activity, with 
rubber conpanies in the chemical and 
plastic fields, paint companies in foods, 
and motor accessory manufacturers 
branching out into the fast-growing elec- 
tronic area, Another trend has been to- 
ward the production and marketing of 
consumer products rather than raw ma- 
terials or intermediates sold to fabrica- 
tors. Thus diversification and integra- 
tion have become the goal of manage- 
ment wherever possible. 


An interesting instance of a large, 
well-established organization undergoing 
a change of policy is found in the annual 
report of Allied Chemical and Dye Cor- 
poration which in the past year nearly 
doubled its 1951 capital outlay by $88 
million addition to property account, 
with another $150 million scheduled for 
this year. The following comment from 
a recent review by Carl M. Loeb, 
Rhoades & Co. tells the story: 


“Allied Chemical, the heftiest of the 
heavies among chemical producers, 
with a staid reputation in an industry 
characterized by glamor, new prod- 
ucts, and an extreme growth rate, has 
a new formula for corporate rejuvena- 





UNITED STATES SAVINGS BONDS 
February 1953 


SALES REDEMPTIONS 
(millions of dollars) 

SERIES E & H 362 189 

107* 

SERIES F 14 

SERIES G a 56 

SERIES J... 13 

SERIES K _____..__. 39 : 

A TO D INCL. ee 3* 

$414 $369 


*Matured (Series E and A to D incl.) 








DOW JONES AVERAGES 


Mar.2 FeEs.2 Mar.1 
1953 1953 1952 
30 Industrials 287.67 290.03 260.27 
20 Railroads 109.90 111.18 84.94 
15 Utilities 52.48 53.08 48.56 
65 Stocks 111.61 113.29 97.20 
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tion. Diversification programs have 
been instituted aiming at end prod- 
ucts instead of basic ingredients as 
the major target. Laboratories have 
been opened, and as if to demonstrate 
its new found aggressiveness, Allied 
has announced plans for a $200 mil- 
lion debenture issue, the largest single 
public debt offering for an industrial 
company in the history of American 
finance.” 


TigHTER Money Cominc? 


Business is frequently not too sensi- 
tive to changes in interest rates when a 
strongly upward trend exists but higher 
interest rates do tend to discourage some 
forms of business activity such as the 


creation of real estate mortgages for new 
building construction. Inasmuch as in- 
dustry appears to be in a hesitant phase 
rather than in a strongly upward trend, 
a further increase in the level of interest 
rates might have an important bearing 
on the trend of the economy as a whole. 


We are suggesting that for the present, 
the conservative 65% reserve position 
for portfolios be maintained but if the 
market should decline, a reduction of 
the reserve and the purchase of equity 
securities may be recommended in anti- 
cipation of greater stability in coming 


months. 
BACHE & Co. 


GOVERNMENT 


MUNICIPAL 


¢ RAILROAD 


PUBLIC UTILITY & INDUSTRIAL BONDS 


EQUIPMENT TRUST CERTIFICATES 


INVESTMENT STOCKS 


Knowledge, Experience, 


Facilities for Investors 


R. W. Pressprich & Co. 


Members New York Stock Exchange 
48 Wall Street, New York 5, N. Y. 
PHILADELPHIA 


BosTON 
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Southern California 
Edison Company 





DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 175 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 24 


The Board of Directors has 
authorized the apna of the 
y 


following quarterly dividends: 

















50 cents per share on Orig- 
inal Preferred Stock; 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 

The above dividends are pay- 
able March 31, 1953, to aie & 
holders of record March 5, 
1953. Checks will be mailed 
from the Company's office in 
Los Angeles, March 31, 1953. 


P.C. HALE, Treasurer 
















February 20, 1953 
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Mining and Manufacturing 
Phosphate @ Potash @ Plant Foods @ Chemicals 
Industrial Minerals @ Amino Products 


* 


Dividends were declared by the 
Board of Directors on 
Feb. 26, 1953, as follows: 


4% Cumulative Preferred Stock 
44th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per Share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per Share. 


Both dividends are payable March 30, 
1953, to stockholders of record at the 
close of business March 20, 1953. 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 
INTERNATIONAL MINERALS 


& GHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 
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MARKET STABILIZED BY INSTITUTIONS? 


WHILE WIDELY DIVERGENT VIEWS can 
be found upon the effect that institu- 
tional investors may exert in times of 
unsettlement or decline in the equity 
markets, -the edge is probably on the 
side of those who are convinced that 
they will, on the whole, be a construc- 
tive influence. Certainly they are acting 
at this writing as a built-in stabilizer in 
our economy, because the professional 
investor, both by nature and training, 
does not wish to spark an advance nor 
does he relish purely speculative market 
run-ups based on rumor. He much pre- 
fers to keep a level head and, if the 
yield and security of return seem at- 
tractive, take stock on declines on a 
dollar-averaging basis. 

Periodic purchases by professionals, 
largely in periods of irregularity and 
weakness, can therefore probably be 
counted upon to stabilize the market 
as long as the current broad market 
pattern continues, with a price-earnings 
ratio about 12 to 1 and a yield of 5.5%, 
compared with 16 to 1 and 3.5% in the 
fall of 1929. At that time. with sound 
corporate bonds yielding better than 
5%, institutions had little interest in 
stocks directly, and the market was 
largely dominated by speculative groups 
representing individuals. With the mar- 
ket break, air pockets inevitably devel- 
oped where practically no bids were to 
be had, because of lack of both confi- 
dence and money. Such an unsound 
condition is not likely to recur soon, 
although the type of decline seen in 
1937 and 1946 might take place when 
and if current investment psychology 
favoring common stocks undergoes a 
radical change. 


Bonp MarKEet WOES 


The bond markets have in general 
tended to work lower over recent weeks, 
with narrow markets both on and off 
the board. Institutions and individuals 
wish they had lightened positions at 
higher levels and dealers complain that 
they have to make substantial conces- 
sions, perhaps as high as 114 to 2 
points, to move blocks. One recent large 





corporate issue would have had an ever 
tougher row to hoe if it had not been 
bailed out by substantial purchases for 
pension fund accounts. 


This condition may well continu 
until such time as the offering of a long 
term Government obligation sets a pat 
tern for terms. In this connection, < 
recent article in The Wall Street Journa 
quoted investment officers of five of the 
largest life insurance companies, repre- 
senting nearly half of the industry’s 
assets, to the effect that they could not 
be counted upon to absorb sizable 
amounts of Government long terms, re- 
gardless of the rate, because they al. 
ready had 15% of their portfolio ir 
this medium and further purchase: 
would throw their positions out of bal 
ance. Statistics from the Institute o 
Life Insurance show a steady decline in 
the industry’s holdings of Government: 
from the 1946 peak of $21.6 billion to 
$10.2 billion at the 1952 year-end. If 
vital to the national economy, however. 
it is likely that this attitude would be 
rapidly altered. 


Tax-Exempts ENTER NEw PHASE 


With some reasonably good quality 
tax-exempts available to yield around 
3.1%, and long term Governments about 
the same, or even less, and best grade 
corporates only slightly more, compari: 
son naturally arises with other days 
when such a tax-exempt yield would call 
for a high grade corporate yield level 
of over 5%. This simply means thai 
the original sources of tax-exempt 
money can now absorb only part of the 
supply from these public borrowing en- 
tities-one estimate says less than one 
third. So, borrowers must go into the 
markets in competition with the crowd 
on nearly equal terms seeking the insti- 
tutional dollar, even though tax exemp- 
tion may be only partially attractive, or 
not at all. 


With the growing population of the 
country and the imperative demands 
for services of all types, there is every 
prospect of an immense supply of bonds 
to finance these activities. whether they 
are general obligations or special reve- 
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nue situations. The well-to-do individual 
| will fare better than in the recent past 
_ with a generous return, free of tax, on 
his municipal holdings and, while this 
consideration roused considerable agi- 
[ tation for abolition of the tax exempt 





feature in the early forties, there is 

small prospect of such recurrence at 

this time when capital requirements for 
public facilities loom so large. 
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uc UNITED FRUIT COMPANY 
a 215th 

at Consecutive Quarterly Dividend 


A dividend of seventy-five cents 

é per share on the capital stock of 
this Company has been declared 
payable April 15, 1953 to stock- 
he f holders of record March 13, 1953 
F EMERY N. LEONARD 
Secretary and Treasurer 

Boston, Mass., February 16, 1953 
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UTILITIES 
COMPANY 


DIVIDEND NOTICE 


The Board of Directors today 
declared a dividend of 47 cents 
to per share on the Common Stock 
If of the Company, payable April 
27, 1, 1953 to stockholders of 
he record at the close of business 
March 3, 1953. 





JOHN HUME 
Secretary 
February 20, 1953. 
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ui St. Louis 
1e 
o/s 168th 
«|| | CONSECUTIVE DIVIDEND 
e 
d Common Stock 
A quarterly dividend of 60¢ per 
» share payable on April 1, 1953 
ir to stockholders of record at the 
close of business March 13, 
e 1953, was declared by the Board 
s of Directors. 
y ANDREW W. JOHNSON 
s Vice-President and Treasurer 
y February 24, 1953 
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Investment Funds’ Stock 
Favorites Listed 


The fifty most popular stock holdings 
in dollar value have been compiled in 
an analysis prepared by Aigeltinger & 
Co., of New York City, in their Guide 
to Investment Trust Portfolios. Stocks 
held by less than 15 investment funds 
or controlling blocks of stock have been 
eliminated in this list showing, as of 
December 31, 1952, the holdings in the 
hands of 53 closed-end trusts and more 
than 100 mutual funds. The total market 
value at that date of the following list 
was about $1.4 billion, or some 25% 
of the total assets of the reporting 
groups: 


(mins.) Holding 
$Value Trusts 


June 30 

1952 Rank 
1 Amerada Petroleum. 88.6 27 
2 Standard Oil (N.J.) . 52.8 69 


3 Continental Oil... 46.4 62 
5 International Paper _ 43.9 63 
6 Goodrich (B.F.) _.... 41.4 49 
9 General Electric 38.5 = 73 
‘it a... BS, & 
i The Tomes Co... .da .. OF 
8 Standard Oil (Cal.) . 36.6 54 
15 General Motors... _ 34.7 59 
20 Westinghouse Elect. 32.3 66 
12 Union C.2c. ....... 0S  & 
10 Kennecott Copper 30.8 65 
17 Du Pont(E.I1.)De N.— 30.2 55 
11 Philips Petroleum. _ 28.9 = 638 
29 Chrysler Corp. -......... 28.2. 57 
138 Dow Chemical _....... 28.0 48 
23 Atchi., T.&S. Fe R.R. 27.4 42 
18 United Gas Corp... 26.0 53 
14 Southern Pacific _.... 25.0 44 
22 Sears, Roebuck _....... 24.5 36 
16 Standard Oil (Ind.) — 24.4 43 
26 Middle South Util. 24.1 50 
24 Bethlehem Steel _..._ 28.5 = 48 


31 American G. & Elec. 23.2 50 


43 Gen. Pub. Utilities _. 22.9 49 
25 Aluminium Ltd. _.... 22.6 40 
34 Socony-Vacuum Oil _ 22.5 56 
19 Monsanto Chemical ._ 22.5 48 
28 Niagara Mohk. Power 21.5 54 


35 Panhandle E. P. L... 21.3 27 


44 [Int’l. Busi. Machs. 20.6 27 
36 Shell Oil Coe, .._ .. 24 88 
— Firestone T.4R. 19.8 20 


37 Central & Southwest 19.6 54 


21 Montgomery Ward. 19.5 651 
32 Johns-Manville _... 19.3 44 
42 Illinois Central R.R.. 19.2 24 
— Northern Pacific Ry. 19.1 29 
27 Skelly Of Ce. 18.9 28 


— American Tel. & Tel... 18.8 45 
41 Seaboard Air L. R.R. 18.8 25 
39 Int’l. Nickel of Can... 18.6 35 
— Southern Company — 18.5 43 
30 Humble Oil & Refi. 18.2 19 


— American Tobacco .. 17.9 30 
83 American Cyanamid.. 17.5 45 


— Texas Utilities ___ 17.3 32 
46 Phelps Dodge Corp... 17.2 38 
— Goodyear T.& R..... 16.7 36 















93rd Consecutive 
Quarterly Dividend 


20c per share from net investment 
income, payable March 31 to stock 
of record March 11, 1953 

WALTER L. MORGAN, President 
Philadelphia 3, Pa. 








YALE & TOWNE 


DECLARES 
259th DIVIDEND 













































50¢ PER SHARE 


On Jan. 29, 1953, 
dividend No. 259 of 
fifty cents (50¢) per 
share was declared 
3 by the Board of Di- 
rectors out of past 
earnings, payable on 
April 1, 1953, to 
stockholders of rec- 
ord at the close of 
business March 10, 
1953. 


F. DUNNING 


Executive Vice-President 
and Secretary 


THE YALE & TOWNE MFG. CO. 


Cash dividends paid in every year since 1899 
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’ CORPORATION OF AMERICA | 
180 Madison Avenue, New York 16, N.Y. 










HE Board of Directors has this day 
declared the following dividends: 


44%2% PREFERRED STOCK, SERIES A 
The regular quarterly dividend for 
the current quarter of $1.1244 per 
share, payable April 1, 1953, to 
holders of record at the close of busi- 
ness March 6, 1953. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable April 1, 1953, to holders 
of record at the close of business 
March 6, 1953. 


COMMON STOCK 


50 cents per share, payable March 
24, 1953, to holders of record at the 
close of business March 6, 1953. 


R. O. GILBERT 
Secretary 
February 24, 1953. , 






































T HAS OFTEN BEEN STATED that the 
I petroleum industry is the blood 
stream of our economy—nurturing its 
growth. It was not always so. At the 
turn of the century we consumed about 
63 million barrels of oil annually. Its 
use then was for lamp fuels, lubricants 
and patent medicines. With the advent 
of the automobile the petroleum indus- 
try mushroomed. In more recent years 
the burning oils have become extremely 
important. In the briefest terms it may 
be said that the growth of the industry 
went from lamp fuels to transportation 
fuels to all-purpose liquid energy. The 
importance of the latter is evident from 
an analysis of energy supply in this 
country. In 1900 coal accounted for 
89% of the total energy supply and oil 
and gas for only 8%. Today coal ac- 
counts for about 39% while oil and 
gas account for 57%. In terms of bar- 
rels this growth has meant an increase 
in consumption from 63 million barrels 
to over 21% billion barrels a year. 


Recent Consumption Rise Marked 


The rate of growth has varied con- 
siderably but in the years following 
World War II has been exceptional. In 
1952 we consumed 48% more oil than 
in 1946. The strength of this growth 
is not due to population increase alone 
but also to a rising per capita consump- 
tion from wider use of diesel engines, 
ever-increasing auto registrations, more 
airplanes, and more tractors. Over half 
of all home central heating units are 


oil fired. In 1934, we consumed 300 





A graduate of New York University, 
with degrees of A.B. and M.A. in Eco- 
nomics, Mr. Bassett is an instructor at 
The New York Institute of Finance. He 
is also petroleum research specialist for 
Merrill Lynch, Pierce, Fenner and Beane, 
members of the New York Stock Ex- 
change. 
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Painting by Marshall Johnson in collection of State Street Trust Co., Boston 





gallons of oil per person in the United 
States as compared with over 700 
gallons per person today. New products 
and new uses (e.g. the coming jet age 
will be a ravishing consumer of petro- 
leum) will continue the increasing per 
capita trend. The growth potential out- 
side the United States from raising the 
standard of living staggers the imagina- 
tion. Whereas we consume over 700 
gallons per person, Canada consumes 
approximately 450 gallons per person, 
Mexico 92 gallons, Europe 60 gallons 
and most of the Far East a little over 
5 gallons per person. 


Demand is expected to exceed popu- 
lation growth through greater per capita 
consumption. The only major product 
not likely to participate in this growth 
is residual oil; eventually the bulk of 
this demand will be replaced by other 
forms of energy, particularly atomic 
power. Natural gas growth is limited 
only to the extent that it can be trans- 
ported to consumers. It is to be ex- 
pected over the longer term that the 
price of natural gas will continue to 
rise, greatly enhancing underground 
reserves. A previous article in this trade 
and industry series covered the natural 
gas industry so it will suffice to men- 
tion here that most of the nation’s gas 
reserves are owned by the oil compan- 
ies. Although still small in relation to 
over-all oil and gas sales, demand for 
oil and gas for the petrochemical indus- 
try (in which most of the major oil 
companies are engaged directly) is ex- 
pected to continue to grow at a very 
high rate. Liquefied petroleum gas 
(mainly propane and butane) will also 
expand substantially. As additional 
underground storage -facilities become 
available for these products, a more 
stable source of supply should result in 
opening up vast new markets. 


Domestic demand in the post-war 


DYNAMICS OF INDUSTRY 


PETROLEUM 


STRONG GROWTH FACTORS 
INHERENT IN CURRENT 


BALANCE 


By HARRY BASSETT 


years has been rising 8-10% annually. 
well above the long term average of 4% 
annual growth. A levelling off was ex- 
pected in 1952 to about 5% over 1951. 
However, a warm winter and _ the 
refinery and steel strikes brought this 
figure down to 3.4%. 


Demand Picture 


There is a wide divergence in year- 
to-year comparisons of demand for 
specific products. For U. S. consump- 
tion, distillate fuels last year showed 
the greatest increase—-7.2% over 1951 
It is quite likely that distillate fuels will 
again show the largest increase in 1953. 
for domestic oil burner unit sales in- 
creased 7% in 1952. Gasoline, the 
largest volume item, showed a healthy 
5.8% increase. It has been estimated 


that motor vehicles in use may exceed 
56 million by the end of 1953, or about 
4% more than 1952. The greater num- 
ber of automatic transmissions will add 
moderately to gasoline consumption in 
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From annual report of Standard Oil Co. (N. J.) 


Tank cars in the Peruvian Andes where In- 
ternational Petroleum Co., Ltd., conducts 
operations. 
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1953. Some products actually showed a 


decline in demand in 1952. Residual oil 
, —second largest volume product—de- 


| clined 2.2% and lubricants 10.5%. 


If military consumption remains vir- 
tually unchanged, it is expected that 
domestic demand will be approximately 
5% above last year. However, the 
marked expansion in foreign refining 
capacity will probably result in an 
export decline of 20-25%: even if the 
Iranian situation remains stalemated. 
This sharp decline in exports will offset 
the expected 5° domestic increase so 
that the over-all consumption should 
approximately equal the 3.4°% increase 
of 1952. 

With a declining demand, supply 
must be watched closely. Since the end 
of World War II the industry has spent 
about $18 billion to expand facilities 
and this large scale expansion program 
has enabled supply to overtake the 
rapid post-war jump. Since it usually 
takes several years (particularly in the 
production of crude oil) after the 
monies are expended to realize fully on 
the expenditures, it will be difficult to 
cut back the rate of growth in supplies 
on a short term basis. It usually takes 
some price cutting to slow down output 
and it may even be necessary to resort 
to substantial cut-backs in allowable 
production and to have some idle refin- 
ing capacity. A recent survey by the 
PAD (Petroleum Administration for 
Defense) showed an increase of over 
400,000 barrels per day of refining 
capacity in 1952 over 1951. New facili- 
ties scheduled for completion by the 
end of 1953 will add another 400,000 
barrels per day or a total capacity of 
8,156,000 barrels. Refinery runs in 1953 
will probably average around 7 million 
barrels a day. 


Foreign Position Approaches Balance 


Because of greatly expanded Euro- 
pean refining facilities and the loss of 
Iranian oil it has taken somewhat longer 
for supply to catch up to demand in 
the foreign field where consumption has 
been growing faster than in the United 
States. In 1947 the gap between western 
European and African consumption and 
exportable oil from the Middle East was 
363,000 barrels a day. By mid-1952 
this gap had closed to 85,000 barrels 
per day and now has reached a point 
Where there is probably developing an 
excess supply despite the loss of over 
700,000 barrels a day of Iranian oil. 
United States imports of crude and 
products now hover around the 1 million 
barrels per day mark. Recently lowered 
American import tariffs and the easy 
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tanker situation make for keener compe- 
tition in moving products and crude to 
the best markets, whether here or 
abroad. It is to be expected that seg- 
ments of the coal industry will ask 
for a reduction in imports to prevent 
substantial cut-backs in U. S. coal pro- 
duction. However, the Defense Depart- 
ment is on record as desiring a sub- 
stantial shut-in production capacity as 
insurance against any national emer- 
gency. 


The 1953 Picture? 


The warm winter along the Eastern 
Seaboard has resulted in large inven- 
tories of distillate fuel oils. However, 
the warm weather has also brought 
larger gasoline consumption than ex- 
pected so that gasoline inventories are 
in the best statistical position among 
major products. (Continued on next page) 





From annual report of Union Oil Co. of California 


New fluid catalytic cracking unit at Los 
Angeles refinery. 


INVENTORIES 
(thousand barrels) 
East of Calif. California 
Dec. 31 Dee. 31 % Dec. 31 Dec. 31 % 
1951 1952 Change 1951 1952 Change 
I gars oh 110,479 121,007 + 9% 14,503 14,899 + 2% 
SS a eee 24,552 27,116 +11 381 374 — 2 
Distillate Fuel Oil ............. 73,650 90,768 +23 7,185 11,075 +55 
Residual Fuel Oil —......... 29,013 31,226 + 8 13,050 17,891 +837 
Crude Oi] _......-_ Ss SSSFFFFFFSCOS22666 9=29287,248 4 SG 29,821 31,462 + 5 


Source: 


American Petroleum Institute 


Inquiries Invited from... 


Trust Companies and other Financial Institutions 


on CANADIAN OIL COMPANIES 


“Financial Statistics available upon request” 


L. G. BEAUBIEN ¢ C2: 


LIMITED 


Paris 


Quebec - Ottawa - Trois Riviéres - 


Montreal 





Brussels 


St. Hyacinthe - Shawinigan Falls 
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Oil wells 
Louisiana, as they are drilled in coastal 
waters where ownership is still under debate 
between the State and Federal governments. 


drilled through Lake Barre, 


The table shows that 1953 is start- 
ing out with inventories thus far at a 
higher point than anticipated for growth 
in demand, despite a one month refinery 
strike affecting about one-third of the 
industry. It appears that 1953 will be 
a year in which supply may top demand. 
Having proven its flexibility in meeting 
sudden demand emergencies such as 
post-Korea and the loss of Iranian oil 
to world markets, and a month-long 
refinery strike, the industry may now 
have to prove its flexibility in meeting 
a possible temporary over-supply situa- 
tion. This and, to a considerable degree, 
the weather will be the final determi- 


nants in the degree of price weakness 
in 1953. 


Unfortunately, it is not possible to 
set up any fixed statistical standards for 
judging an oil investment. There are 
many resources within the oil industry 
which cannot be reflected by statistics 
alone. Among these are the experience, 
skill and judgment of the aggressive 
managements of many oil companies. 
Space does not permit a detailed dis- 
cussion of the many factors to be in- 
vestigated before an investment should 
be made. However, a few generalities 
should be considered before individual 
securities are chosen, and these will 
depend, of course, upon investment 
objective. 


Production Risky Business 


The small crude oil producers as 
a group are the most speculative and 
offer the greatest possibility for capital 
appreciation, as a small producer may 
double or triple its reserves by one im- 
portant discovery. The odds against this 
are high. The record in the U. S. of a 
wildcat discovering a large field (50 
million barrels or more) is approxi- 
mately one such field to every 1,000 
wildcats drilled. Wildcatting costs have 
steadily trended upward.making it neces- 
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sary for small producers to find bigger 
fields. Magnolia Petroleum Company, a 
subsidiary of Socony-Vacuum, reported 
that its average cost per well of wildcat 
drilling was $33,000 in 1941, while in 
1951 the average cost rose to $198,000 
per well. The average depth of these 
wildcats was 4,500 feet in 1941 and 
7,680 feet in 1951. The search for oil 
has necessarily gone deeper into the 
earth’s crust. Some deep wildcats have 
cost as much as $1 million. Wyoming 
holds the record for the deepest well, 
a 20,521 foot dry hole drilled by Supe- 
rior Oil of California. The deepest pro- 
duction well is owned by Standard Oil 
of California, producing from 15,530 
feet in Kern County, California. In 
addition to rising costs and deeper 
wells, there has been a declining per- 
centage of successful wildcats. In 1950 
the rate of successes was 17.7% in 1951, 
17.3%; in 1952, 16.6%. 

Equities of the larger crude oil pro- 
ducers also show wide price fluctuations 
but are safer long term investments than 
small crude producers. Big producing 
companies have a large acreage spread 
and are very often likely to have a lease 
on nearby land when a small wildcatter 
strikes oil. Likewise, the large holdings 
and finances of the big producers enable 
them to survive economic down turns as 
well as a sustained run of dry holes. Im- 
perial Oil spent $20 million in western 
Canada before they hit their Leduc well 
which opened up the big western Cana- 
dian oil play. Of increasing importance 
for long range growth potential is the 
greater emphasis being placed on pro- 
duction and exploration research — a 
costly program which few small pro- 
ducers can afford. 


Determining Refiner’s Profit 


The primary determinant of a refin- 





er’s profits is the spread between the 
price of crude oil and the selling price 
of petroleum products. 


is usually biggest when prices are rising 
— and conversely, refiners’ profit mar- 


gins are squeezed when prices are declin-} 


ing. The reason for this is that product 
prices change much more rapidly than 
crude prices. When product prices de- 
cline either from excess supplies or lower 
demand (or both) there eventually is a 
cut-back in refinery runs and a shut: 
down in the least efficient plants. In time 
this results in sufficient lowering of de 
mand for crude to cause lower crude oil 
prices. With rising prices, crude price 
increases will lag behind product price 
increases until such time as competing 
crude buyers bid up prices to obtain 
greater volumes of crude. In more recent 
years product prices have undergone 
considerable fluctuation while crude 
prices have remained virtually un- 
changed since late 1947 (excepting Cali- 
fornia). 


The state conservation laws that are 
in effect in important producing state: 
(California being the only major pro 
ducing state without conservation laws) 
allow only that much oil to be produced 
as current demand (forecast one month 
ahead) warrants. This has had a most 
stabilizing effect on crude prices. It re- 
mains to be seen how much longer the 
state regulatory bodies will be effective 
in keeping supply in balance with de- 
mand. They have proven successful for 
the past five years when high tanker 
rates and high tariffs were in effect and 
while the Gulf Coast was the major pro- 
ducing area and traditionally the price 
determining area. In 1945, the U. S. pro- 





Photo from N. Y. Public Library collection 


Hot water from cooling system of Humble Oil & Refining Co.’s Baytown, Tex., refinery is 
sprayed for cooling before being recirculated to operating units. 


TRUSTS AND ESTATES 


The equities} 
of these companies are attractive to the} 
investor who wishes to back his judg-] 
ment of business conditions. The spread } 
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duced two thirds of the world’s crude oil 
and now produces only one half. The 
Middle East is fast becoming the major 
producing area and may eventually be 
| the price determining area — particul- 
| arly since U. S. tariffs have been reduced 
and tanker rates probably will remain 
depressed for some time. Any aggrava- 
tion of these conditions could well make 
present pro-rationing regulations inef- 
fective. 


Integration the Best Solution? 


There are relatively few opportunities 
today to invest in straight refining com- 
panies as the trend in the industry has 
been toward greater integration. For rea- 
sons outlined above the common stock 
of small refiners are highly cyclical. The 
larger refiners have more stability of 
earning power because they can afford 
the expensive but highly efficient modern 
plants having greater flexibility (i.e. eas- 
ily change the product yield in line with 
changing product demand). The large 
refiners have realized the advantages of 
owning and controlling large sources of 
crude oil. Consequently the trend has 
been towards greater integration. It is 
the large integrated companies that offer 
the safest investment in the industry. 
These companies usually have large re- 
serves, aggressive exploration and pro- 
duction departments, large and efficient 
transportation and marketing depart- 
ments, and will have much more stabil- 
ity during periods of declining prices 
because they have control of their oper- 
ation from the oil in the ground to the 
sale of its many products to the con- 
sumer. 


The trend towards integration has 
given the investor a wide choice of well 
managed and financially sound compa- 
nies in which to invest. Broad diversi- 
fication is easily obtained within the 
integrated group particularly as to loca- 
tion of operations, emphasis on produc- 
ing or refining or specialties such as 
petro chemicals. 


The market value of oil stocks listed 
on the New York Stock Exchange is 
greater than any other group and is 
now about 19% of the value of all 
common stocks listed there. In view 
of the diminishing rate of demand 
growth and the possibility of excess 
supplies on the horizon, it is difficult to 
project the development of sufficiently 
large buying power to move nearly one 
fifth of the market substantially better 
than the market average as was the 
case from 1950 to 1952. During that 
rise there was substantial institutional 
buying of sound petroleum equities, 
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which brought, in some cases, the per 
cent of oil group holdings in many 
portfolios (both individual and institu- 
tional) to levels where additional pur- 
chases would be regarded as unsound 
portfolio management. In addition, sev- 
eral large convertible bond offerings in 
the petroleum field provided alternative 
methods of investment in the future of 
the industry. All of these things tend to 
hold back new buying interests in petro- 
leum equities. Price risks are minimized 
at current levels of petroleum stocks 
because of the satisfactory yields now 
obtainable and dividends in most in- 
stances are covered at least twice by 


NY 


of any size. 


Allied Chemical 
American Tobacco 
American Zinc 
Baltimore & Ohio 
Bendix 
Bohack 
Budd Company 
Burlington Mills 
Canada Dry 
J. I. Case 
Celanese 
Chrysler 
Deere & Co. 


42 WALL STREET 


MEMPHIS, TENN. 


New York State: 
ITHACA 


AUBURN 
MIDDLETOWN 
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"To formulate and supervise a portfolio 
effectively requires systematic and continuous investiga- 
tion as well as careful analysis of current developments, 
both as they affect individual industries and the general 
economy. Successful fund management requires not only 
access to a wide field of information but experience and 
judgment in appraising the immediate outlook, under- 
lying trends, and comparative values. Our Investment 
Advisory Department is well-equipped to handle funds 


A partial list of recent memoranda prepared by our 
Research Department covers such companies as: 


Firestone Tire & Rubber 
General Motors 
General Telephone 
Goodrich 
Houston Oil 
Industrial Acceptance 
International Harvester 
Kaiser Aluminum 
Kelsey Hayes Wheel 
Lockheed Aircraft 
Marine Midland 
Mead Corp. 

Minneapolis-Moline 


For a copy of any of the above, please address 
Department 7 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange and other 
Leading Stock and Commodity Exchanges 


HOTEL ST. REGIS, NEW YORK CITY 
LIMA, PERU 


SYRACUSE 


Private Wire System to Branch Offices, Correspondents and 
their connections in 80 Cities throughout the United States 
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earnings, making current rates of pay- 
ment relatively secure. This factor also 
minimizes substantial liquidation of oil 
equities. 

The problems of supply now facing 
the industry .are temporary problems at 
best. The industry in the future is still 
going to have to spend huge sums for 
expansion to meet future demands. Be- 
cause of excellent long term growth 
prospects and current satisfactory 
yields, the common stocks of the large, 
financially sound and well managed 
companies should still be included in 
investment portfolios in reasonable 
amounts. 
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Portfolio Supervision 
is a Full-Time Job 
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Newmont Mining 
Northwest Airlines 
Oliver Corp. 
Peoples Gas Light 
Pepsi-Cola 
Puget Sound Pr. & Lt. 
Republic Natural Gas 
Reynolds Tobacco 
Robbins Mills 
Southern Natural Gas 
Traders Finance Corp. 
United Aircraft 
Western Auto Supply 


NEW YORK 5, N. Y. 


LONDON, ENGLAND 


ELMIRA GENEVA HORNELL 
UTICA WATERTOWN 
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(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. 


MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 


YIELDS oF 


TAXABLE TREASURIES 


BY MATURITY GROUPS 


IN PERCENT 


3 YEARS 


ELIGIBLE 
275 


INELIGIBLE 


U. S. Government Bond Yields 

3-Year Taxable Treas. - 

5-Year . ” 

10-Year eg = 

Longest Term Eligible naiseidiciaiatiy 

Longest Term Ineligible — 
Corporate Bond Yields 

Aaa Rated Long Term __........_-_. 


Aa ” ” . Ae 
A ” ” fg ee Te re 
Baa ” ” ” 


Tax Exempt Bond Yields 
Aaa Rated Long Term 


Aa ” ” ee eee 
A ” ” ee ae 
Baa ” ” ” ee ee 


Preferred Stock Yields 
Industrials—High Dividend Series 
High Grade 
Medium Grade ciate 
Industrials—Low Dividend Series 
High Grade 
Medium Grade ne 
Utilities—Low Dividend Series 
High Grade ___ 
Medium Grade —_ 
Common Stocks 
125 Industrials—Prices (e) —...__. 
125 Industrials—Dividends (e) 
125 Industrials—Yields ™ 


Feb. 
1953 
— End 


2.31 
2.45 
2.66 
2.85 
2.84 


3.10 
3.16 
3.33 
3.54 


2.21 
2.46 
2.98 
3.29 


4.05 


4.92 


3.82 
4.11 


4.09 
4.44 


79.15 
4.16 
5.26 


Jan. Feb. 
1953 1952 
of Month — 
2.30 2.10 
2.42 2.19 
2.61 2.35 
2.80 2.69 
2.80 2.70 
3.05 2.95 
3.13 3.02 
3.28 3.24 
3.51 3.52 
2.07 1.71 
2.33 1.89 
2.76 2.23 
3.06 2.54 
3.99 4.03 
4.90 4.83 
3.79 3.76 
4.07 4.00 
4.05 4.07 
4.43 4.51 
80.37 72.00 
4.16 4.18 
5.18 5.81 


(b)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


(c)—Low Dividend Preferred Yield Averages in this series date from 





Jan. 2, 1946. 
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IN PERCENT 


1953 


2.36-2.27 
2.47-2.39 
2.66-2.57 
2.85-2.78 
2.84-2.78 


3.11-2.98 
3.16-3.06 
3.33-3.23 
3.54-3.50 


2.21-1.98 
2.46-2.26 
2.98-2.68 
3.29-2.96 


4.05-3.99 


4.92-4.90 


3.82-3.76 
4.11-4.06 


4.09-4.01 
4.47-4.43 


80.82-78.24 80.89-64.91 


4.17-4.15 
5.32-5.15 


YIELDS OF 
CORPORATE BONDS 
BY RATINGS 


1951-52 


1946-50 





2.35-1.68 
2.44-1.76 
2.64-1.95 
2.81-2.21 
2.81-2.44 


3.04-2.65 
3.10-2.70 
3.34-2.87 
3.64-3.15 


2.00-1.28 
2.25-1.37 
2.67-1.72 
2.98-1.98 


4.10-3.80 


4.96-4.68 


3.90-3.45 
4.20-3.80 


4.25-3.77 
4.71-4.19 


4.55-4.13 
6.84-5.14 


1.68-0.90 
1.87-1.06 
2.10-1.38 
2.43-1.96 
2.48-2.08 


2.91-2.45 
2.98-2.53 
3.28-2.67 
3.57-2.93 


1.98-0.90 
2.21-1.04 
2.64-1.28 
3.05-1.57 


4.09-3.28 
5.08-4.14 


3.92-3.27 (c) 
4.20-3.52 (c) 


4.24-3.40(c) 
4.65-3.69 (c) 


64.46-43.20 
4.44-1.76 
7.29-3.20 


PRICES, DIVIDENDS, 


AND YIELDS 
125 INDUSTRIAL STOCKS 


90 PRICES AND DIVIDENDS YIELD3 
($ PER SHARE ) To 


DIVIDENDS 
( YoSCALE ) 





1941-45 1931-40 1919-1930 


Range for Period -- —— 





1.32-1.07 (a) (a) (a) 
1.70-124 (a) (a) (a) 
2.10-1.49 (a) (a) (a) 
2.48-2.03 (a) (a) (a) 
2.50-2.37 (a) (a) (a) 
2.88-2.59 5.75-2.70 6.38-4.42 
3.06-2.66 7.03-2.90 6.84-4.59 
3.39-2.78 9.23-3.35 7.71-4.91 
4.47-3.06 12.96-4.42 8.56-5.32 
1.84-0.93 2.81-1.56 (b) (b) 
2.11-1.21 3.02-1.78 (b) (b) 
2.49-1.49 3.29-2.11 (b) (b) 
2.94-1.80 3.71-2.60(b) (b) 
4.37-3.55 6.54-3.83 6.79-4.75 
5.94-4.33 12.73-4.91 8.05-5.61 
(c) (c) (c) 
(c) (e) (c) 
(c) (c) (c) 

(c) (c) (c) 
49.30-22.69 49.10-10.56 78.06-34.81 (d) 
1.94-1.52 2.05-0.72 2.53-2.16 (d) 
7.71-3.56 10.18-2.59 6.21-3.19 (d) 


(d)—125 Industrials Averages date from Jan. 1, 1929. 
(e)—Dollars per share. 


TRUSTS AND ESTATES 


r 


tl 








f 


Panel Views Investment and Business Outlook 


HE EFFECTS UPON OUR ECONOMY of 
‘Pp transition from the present rate 
of defense spending to a more normal 
peace time program need not necessarily 
be severe. This was the consensus at an 
animated question period conducted by 
Dr. E. Sherman Adams, Deputy Man- 
ager in charge of the Department of 
Monetary Policy of American Bankers 
Association, following the principal 
addresses at the Tuesday afternoon ses- 
sion on investments, economics and 
business outlook, held during the A.B.A. 
Mid-Winter Trust Conference last month 
in New York. Those on the platform 
with Dr. Adams were the speakers: Dr. 
Marcus Nadler, professor of finance, 
New York University, Martin R. Gains- 
brugh, chief economist, National Indus- 
trial Conference Board, Inc., New York, 
Buren H. McCormack, executive editor 
of The Wall Street Journal, New York, 
and Roland C. Behrens, vice president, 
St. Louis Union Trust Co. 


We cannot and should not count 
upon continuing inflationary stimuli to 
keep us active, according to the panel. 
While lower industrial levels may be 
seen over the near term, reduction in 
wasteful governmental expenditures 
through closer budgetary control will 
lower taxes and leave larger sums in 
private hands to take up the slack in 
public spending. Unless profits shrink 
substantially, a mildly deflationary con- 
dition may be more than compensated 
for by a psychological lift through the 
knowledge that we are on sound ground. 


Looking forward five years, the mem- 
bers went on record as believing that 
living costs would be slightly lower at 
that time, provided another World 
War can be avoided. Such a catastrophe 
would, in the opinion of Dr. Nadler, 
bring in its wake the usual sequence of 
war budgets, controls, crushing taxes, 
and an economy of destruction. How- 
ever, he replied in answer to a direct 
question that he did not regard the 
international situation as having deteri- 
orated to any degree; the situation in 
Russia’s satellite countries is delicate 
and, while the positive attitude of the 
Eisenhower Administration may at times 
cause some jitters, it is likely to prove 
constructive. 


Private consumer debt, now at a 
record level just under $24 billion, has 
been showing a rapid rate of expansion 
and the members were asked to appraise 
the situation. Mr. Gainsbrugh pointed 
out that the creation of debt facilitates 
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economic expansion, and that the cur- 
rent ratio of debt to taxes is not as 
high as it has been previously. We are 
now saving about 9% of income before 
taxes. Repayment calls for perhaps 12- 
15% and, in the event of an industrial 
downturn which brought a marked 
slump in personal earnings, the per- 
centage of repossessions and foreclos- 
ures would rise. Therefore, further ex- 
pansion in this field should not be en- 
couraged. Dr. Nadler concurred in this 
viewpoint, suggesting that the bankers 


“should put on their glass eyes” to curb 
further undue credit expansion. Both 
Mr. Gainsbrugh and Dr. Nadler also 
agreed in urging control by private 
lenders, rather than await outside regu- 
lation. 


Industrial profit margins for the first 
half of 1953 should be about the same 
as in the last quarter of 1952 with no 
marked adverse effect from continuing 
high wage scales and possible lower 
price levels. If raw materials prices de- 
cline or tax reductions are voted, which 
cannot be counted upon, these factors 
would be offsets to the conditions cited, 
and certain industries will no doubt 
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benefit from the termination of price 
controls on April 30th. Mr. McCormack 
expressed the opinion that attempts for 
higher wages would meet increased re- 
sistance from this point forward. 


As a check upon developments in our 
economy during 1953, Mr. McCormack 
suggested that production and consump- 
tion figures in the next few months, as 
well as construction statistics and retail 
store sales, should be kept under close 
scrutiny. Mr. Behrens agreed that in- 
ventories and industrial construction 
were important guides, while Mr. Gains- 
brugh advocated use of all indices bear- 
ing upon the Gross National Product in 
terms of the four basic outlets. Dr. 
Adams mentioned personal consump- 
tion figures as indicators of whether 
people were buying in sufficient volume 
to keep industry going at a steady pace. 
Dr. Nadler felt that retail dealer atti- 
tudes are important straws in the wind. 


On buying long-term corporate bonds 
at this time, Mr. Behrens took the nega- 
tive side, because he believes that in- 
terest rates are headed somewhat higher. 
Likewise, convertible bonds must be 
carefully examined to discover whether 
one is buying a poor credit risk or a 
convertible feature at too high a price, 
in which connection he cited a recent 
offering which he rated less attractive 
than the common stock of the issuing 
corporation. 


In the municipal area, both Dr. Nad- 
ler and Mr. Gainsbrugh were of the 
opinion that the prospect was for an 
immense supply of tax-free obligations 
between now and 1960, with the latter 
estimating a total in excess of $100 
billion. There will be continuing demand 
for public facilities, such as schools, 
recreation areas, roads and bridges 
which will bring a flood of bonds call- 
ing for astute selection. The tax pic- 
ture, together with quality factors, will 
determine yield levels in each case but 


Dr. Nadler anticipates a later more 
liberal basis and suggested deferred 
buying where possible. 


In reply to a query on what a trust 
fund should buy today, if long-term 
corporates and preferred stocks were 
not recommended, Mr. Behrens ex- 
pressed a preference for maturities from 
seven to twelve years with reasonable 
yield, or sinking fund issues averaging 
out around 15 years, to absorb per- 
haps 75% of the fund, with the bal- 
ance in common stocks, committing 
15% now and 10% in six months. He 
remarked that 25% in commons today 
was considered a minimum in his insti- 
tution’s common trust fund. The top 
equity position in any trust should pre- 
ferably not exceed 50% but the stress 
should be on companies with only the 
strongest dividend records, so that they 
can be held through intermediate fluctu- 
ations without sacrifice, if necessary. 


A AA 


Attention Arresters 
in Trust Ads 


“A Decimal Point Killed a Man,” 
reads an American National Bank & 
Trust Co., Chattanooga, ad which tells 
of an engineer’s mistake which caused 
a workman to fall through a concrete 
floor. A misplaced comma in a will also 
has often brought serious trouble, the 
bank said. Although the opening sent- 
ence is startling enough, added atten- 
tion is gained by putting the first three 
words inside a greatly enlarged decimal 
point. 


“Into whose hands? . . . Do you know 
who will receive your estate?” asks the 
National Bank of Commerce, Norfolk, 
Va., in an ad picturing the judge con- 
sidering seven uplifted hands. The text 
discusses a “sound, workable estate 
plan” and a legally valid will. 


“Do you own a nest egg of $100,000 
or more?” This question, accompanied 
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Illustration in Chase National Bank 
ad referred to in text. 





by a picture of a man with such a nest 
egg in his lap, heads a full page of 
textual description of investment ser- 
vices as offered by Chase National Bank, 
New York, in an ad which originally 
appeared in The New Yorker, and in a 
few days became the subject of articles 
in New York and Philadelphia news- 
papers and two national magazines. 
Chase employed Edgar Scott, author of 
“How To Lay A Nest Egg,” to write the 
ad, which refers to the trust department 
members as “professional nest egg sit- 
ters.” The points are made effectively, 
but clothed in casual conversational 
language. Use of the “light touch” not 
only gained editorial comment, but eli- 
cited a number of inquiries from people 
with nest eggs of appropriate size. 


“Worries Housed Here” heads an ad 
from Worcester County Trust Co., Wor- 
cester, Mass., which is one of a series 
featuring a combination of pictures, 
cartoons and text. In this the picture is 
the bank door with “securities,” “valu- 
able property” and “savings” walking 
in. Two of the cartoons portray respec- 
tively the safe deposit vault and the 
trust department, while the text below 
each explains its functions. 


“Your Accountant ...a man of many 
skills” says a Fort Worth National Bank 
ad which lists five specific services to 
the businessman-estate owner. Sketches 
of the accountant at work liven up the 
copy. From this same bank came an 
ad regarding life insurance. Appearing 
just before Lincoln’s birthday, the ad 
quotes Lincoln’s famous saying that a 
man’s legs should be “long enough to 
reach the ground” and suggests that 
life insurance protection is not a fixed 
amount, either, but should increase with 
the increasing needs of the family. 
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TRUST PERSONNEL CHANGES 


ARIZONA 
Phoenix Paul B. Robb appointed asst. trust 
VALLEY officer in charge of the corporate di- 


vision, necessary because that division 
had materially increased business in 
1952 by reason of stock transfer agencies and registrarships, 
as well as fiscal agencies for state and county government. 
Prior to joining Valley four years ago, Robb was with Con- 
tinental Illinois National Bank & Trust Co. in Chicago. 


NATIONAL BANK 


CALIFORNIA 


M. M. Micheletti, formerly asst. trust 
officer, and Gerald F. Kelleher, former 
trust officer, elected vice presidents; 
L. Sandfort elevated to trust officer. 


San Francisco Vice president Frank B. King retired 
WELLS FARGO BANK after 54 years of service, but will con- 
& UNION TRUST Co. tinue to serve on the board of direc- 

tors. C. M. Allen promoted to trust 
officer; Herbert F. Sahlberg and Stanley S. Hasbrook to asst. 
trust officers. 


San Francisco 
BANK OF AMERICA 
N.T. & S.A. 


J. Raymond Kieding elected vice presi- 
dent in addition to trust officer. 


Santa Barbara 
First NATIONAL 
Trust & SAV. BANK 


COLORADO 
Denver Thomas Walker and Robert J. Sulli- 
INTERNATIONAL van named asst. trust officers. 
Trust Co. 
Denver Ira L. Tanner appointed asst. trust 
COLORADO officer. 
NATIONAL BANK 
CONNECTICUT 


James J. Devlin named vice president 
and trust officer; Gordon H. Bezanson 
and Augustin D. Curado, asst. trust 


Hartford 
HARTFORD NATL. 
BANK & TRUST Co. 


officers. 

Waterbury Foster G. Woods, trust investment 
COLONIAL officer, also named vice president; 
Trust Co. Lucian D. Warner, trust officer, elect- 

ed asst. vice president and trust officer. 
FLORIDA 

Miami J. Fred Fisher named trust officer. 
SECURITY Fisher comes to Security from the 
Trust Co. Berkshire Trust Co., Pittsfield. Mass., 


where he was trust investment officer. 
Prior thereto he was associated with Bank of New York & 
Fifth Avenue Bank for 21 years in the personal trust admin- 
istration, analyses and investments divisions. 


ILLINOIS 
Cairo Harry E. Emerson elected president 
First BANK & succeeding J. A. Beadles, now chair- 
Trust Co. man; H. S. Hilboldt named cashier, 


secretary and trust officer, positions 
which Emerson held previously. 


Chicago C. M. Weaver, previously assistant 
First NATIONAL secretary in the trust department, 
BANK named asst. vice president. 

Chicago Among retirements were those of Rob- 
NORTHERN ert A. Brown, director of public rela- 
Trust Co. tions, who started in the trust depart- 


ment as a solicitor, and Carl H. Zeiss, 
vice president and general counsel. 
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Paul E. Pearson advanced to first vice 
president and secretary. 


Chicago 
PULLMAN TRUST 
& SAVINGS BANK 


Decatur R. N. Burgess elected asst. trust of- 
NATIONAL ficer. 
BANK 

Edwardsville Arthur C. Boeker, formerly executive 
EDWARDSVILLE vice president & trust officer, elected 
NATIONAL BANK president succeeding E. A. Fresen, 
& Trust Co. now chairman. R. M. Simon became 


asst. trust officer. (The latter was er- 
roneously previously reported under Indiana last month.) 


Evanston Promotions in the trust department 
STATE BANK were: Gilbert A. Smith to vice presi- 
& Trust Co. dent and trust officer; Norman L. 


Leslie to secretary and trust officer; 
and French Waterman elected assistant secretary. Smith is 
a trust major graduate of the Graduate School of Banking 
at Rutgers U., of the Illinois Bankers Association Trust De- 
velopment School at Northwestern U., is a member of the 
Chicago, Illinois State and Federal Bar Associations, and 
recently was elected president of the Chicago Chapter of the 
Society of Former FBI Agents. 

Leslie is currently treasurer of The March of Dimes cam- 
paign in Evanston, and past president of the Cook County 
Fiduciaries Association. 

Waterman is a graduate of Yale and Northwestern U. 
Law School. 


Robert R. Bunting, trust officer, elect- 
ed vice president. 


Quincy 
MERCANTILE TRUST 
& SAVINGS BANK 


C. C. Brauer advanced to cashier and 
trust officer. 


Vandalia 
FARMERS & 
MERCHANTS BANK 


INDIANA 
Clay City Dane E. Burns elected president suc- 
FARMERS & ceeding his father, James L. Burns, 


who now becomes chairman of the 
board and trust officer. 


MERCHANTS BANK 


Fort Wayne Judge Edward H. Kruse, Jr., named 
LINCOLN NATIONAL asst. trust officer. 
BANK & TrRuST Co, 


Herman G. Fenker, formerly secretary 
and trust officer, advanced to vice 
president and trust officer. 


Fort Wayne 
DIME TRUST & 
SAVINGS BANK 


Marion Sam J. Cox, elected trust officer re- 
First NATIONAL placing S. P. Good, Jr., who resigned 
BANK to enter the insurance field. 





JAMES J. DEVLIN 
Hartford 
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RALPH J. PEMPEL 
Evanston New York New York 
Muncie Charles M. Dragoo became vice presi- 
MERCHANTS dent and will continue as senior trust 
TrRusT Co. officer, with general supervision of the 


trust division. Much of his time will 
be devoted to assisting patrons and their attorneys in the 
planning of their estate programs. 


Valparaiso 
FARMERS 
STATE BANK 


Orville Bucher made trust officer and 
asst. cashier. 


IOWA 


Miss Ruth M. Knight elected trust 
officer. 


Sioux City 
SERURITY 
NATIONAL BANK 


Sioux City A. J. McGowen became trust officer. 
Toy NATIONAL 
BANK 
KANSAS 
Hutchinson Guy W. Astle advanced to vice presi- 
FIRST dent and trust officer. 


NATIONAL BANK 


Topeka 
CENTRAL NATIONAL 
BANK & Trust Co. 


Ray Platt and Mrs. Esther Shaffer 
named asst. trust officers. 


KENTUCKY 


Lexington 
First NATIONAL 
BANK & Trust Co. 


Ira H. White elevated to trust officer; 
Frank Wilford replacing him as asst. 
trust officer. 






Louisville C. Irwin Welker and Carl B. Eastes 


KENTUCKY became asst. trust officers; Robert A. 
TRusT Co. Glascock, manager of the inheritance 
tax department, named asst. secretary. 
Louisville William Haas became assistant secre- 
LINCOLN BANK tary in the trust department. 
& Trust Co. 
Louisville Hubert Early, asst. secretary, given 
LOUISVILLE the additional title of asst. trust offi- 
TRustT Co. cer; Albert V. Hamm and Gorman J. 


Roberts elected asst. trust officers. 


LOUISIANA 


Baton Rouge 
LOUISIANA 


T. A. Templet, Jr., advanced to vice 
president, cashier and asst. trust of- 


NATIONAL BANK ficer. 
MASSACHUSETTS 
Malden Harold E. MacInnis, vice president, 
MALDEN secretary and trust officer, named sen- 
TRUST Co. ior vice president. He has been with 
the bank since 1907. 
Boston Blake H. Field, formerly trust officer, 


BosTon SAFE DE- 
Posit & Trust Co. 


elected vice president; Richard E. 
Bennick, treasurer; William R. Locke 
and Hayden Goodspeed, trust officers. 
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New York 


TRusT Co. Arnold L. Yates to asst. secretary. 
Salamanca Charles E. White, formerly cashier, 

SALAMANCA elected vice president and trust officer; 

Trust Co. Robert L. Vreeland asst. trust officer. 


MICHIGAN 


Detroit Frank W. Hausemann, Jr., joined the} 
NATIONAL BANK bank as asst. vice president and asst. 
OF DETROIT trust officer, after resigning as asst.} 

trust officer of Northern Trust Co., 

Chicago. 


MISSOURI 











C. Hartley Jones promoted to trust 
officer; Edward M. Peterson from asst. 
trust officer to asst. vice president; 
Ernest H. Sims and William L. At. 
wood named asst. trust officers. 


Kansas City 
FIRST 
NATIONAL BANK 













St. Louis Ira A. Long resigned as vice president 
MERCANTILE to devote full time to his position a; 
Trust Co. president of the new St. Louis Boar¢ 

of Police Commissioners and other 
responsibilities. 

St. Louis J. E. Gaskill and J. B. Gross advance¢ 
St. Louris UNION from trust officers to asst. vice presi- 
TRUST Co. dents; the following from asst. trust 





officers to trust officers: W. B. Auld 
S. C. Davis, Jr., S. F. James, W. J. McConnell, L. A. Ozment 
J. P. Shemwell, P. V. Sullivan and M. R. Wismer. 







NEW JERSEY 






Hackensack Miss Eleanore Jacod made assistant 
PEOPLES secretary in charge of operations in 
Trust Co. the trust department; Edward G. 





Ringrose, Jr., and William P. Sheridan 
made asst. trust officers. 


Rutherford 
RUTHERFORD 
NATIONAL BANK 






Leonard H. Nusbaum made asst. 
cashier in addition to his duties as 
asst. trust officer. 










Somerville Clifford D. Phoenix elected president 
SOMERVILLE succeeding Reeve Schley, who has held 
TRusT Co. the position since the death in 1951 of 






Howard S. Lyon. Schley was reelected 
chairman of the board. 





Trenton 
TRENTON 
TRusT Co. 


Mrs. Mary Roebling, chairman of the 
poard, also elected president. 










NEw YORK 


Everett W. Wyatt elected trust officer 
and head of the newly created cor- 
porate trust division formed to take 





Albany 
NATIONAL COM- 
MERCIAL BANK & 









Trust Co. care of increased volume in the pen- 
sion and profit sharing fields. 
Buffalo Samuel G. Easterbrook, with the bank 





MANUFACTURERS & 
TRADERS TRUST Co. 


since 1910, advanced from trust officer 
to vice president. 











Endicott David M. Warner named asst. vice 
ENDICOTT president and trust officer. 
Trust Co. 

New York Ronald C. Norton and Ralph J. Pempel 
CHASE NATIONAL promoted to second vice presidents in 
BANK the trust department; Harvey B. Dal- 





las appointed personal trust officer. 
Pempel joined the predecessor Equitable Trust Co. in 1916. 
Norton is a 1928 graduate of Bowdoin College, and joined 
Chase after a short period with a brokerage firm. 







In the investment department, Jean 
Mauzé advanced to vice president, and 
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NoRTH CAROLINA 





Mrs. Lillian Stallings McEwen named 
sst,|) AMERICAN administrative assistant in charge of 
sst. Trust Co. taxes in the trust department. With 
Co., the company since 1942, Mrs. McEwen 
became tax analyst in the department in 1949. Also elected 
administrative assistants in connection with operations of 

| the trust department were Mrs. Fred A. Hood and Miss 
ust} Lelia M. Alexander. B. W. Barnard, vice president and trust 
sst.f officer, stated this arrangement will enable each trust officer 


the}, Charlotte 





BLAKE H. FIELD JOHN B. HUBBARD 


Boston Fort Worth Halifax 
nt;—{ to handle a greater number of accounts and to devote more 
At. time personally to individual interests of those creatine trnet 
accounts and for whom such accounts are created. TENNESSEE : : 
Chattanooga N. J. Loder, vice president, named 
ent § Gastonia Allen H. Sims, formerly executive vice HAMILTON also trust officer. 
as CITIZENS president and trust officer, now presi- NATL. BANK 
arc NATIONAL BANK dent and trust officer. TEXAS 
her 
Winston-Salem Karl H. Clauset, trust officer in charge Dallas Daniel N. Liner elected asst. trust 
WACHOVIA BANK of the Salisbury office trust depart- REPUBLIC officer. 
- & Trust Co. ment the past two years, transferred NATIONAL BANK 
asi. ‘ , 
on to the official staff at Winston-Salem. El Paso William R. Squires, Jr., named asst. 
ld OHIO EL Paso trust officer. 
nt eo , , . NATIONAL BANK 
| Cincinnati August J. Bick and Harry V. Smith, 
FIFTH THIRD trust officers, promoted to senior trust El Paso J. W. Clark promoted to trust offi- 
UNION Trust Co. __ officers; Thomas N. Fisher and Donald STATE NATIONAL cer; O. J. Stone elected asst. trust of- 
E. Pence to asst. trust officers. BANK ficer. 
int ol 
‘ Omamoua Fort Worth A. L. Hudson advanced to trust offi- 
‘ First NATIONAL cer; O. T. Youngblood, Jr., and John 
in Oklahoma City Melvin A. McGlasson elected asst. BANK L. Beck named asst. trust officers. 
an First NATIONAL trust officer. ; 7 
BaNnxK & Trust Co Fort Worth John Barry Hubbard appointed Trust 
‘ . ee Representative responsible for the 
st B Oklahoma City W. D. Boggs advanced to vice presi- wae wee trust department’s new business. He . 
aa LIBERTY NATIONAL dent and trust officer. NAIONAL BANK has served with the FBI in the U. S. 
BANK & TRustT Co. and in six Latin American countries. 
nt & Tulsa Fort Worth Dan E. Lydick, formerly president 
ld First NATIONAL Jean Johnson appointed trust nalyst. UNION BANK and trust officer, became chairman of 
bys BANK & TRUST Co. & Trust Co. the board; James E. Jarvies, formerly 
ed OREGON vice president and asst. trust officer, 
Portland William R. Bradshaw and Gordon M. elected president. 
he UNITED STATES Trethaway made asst. trust officers. Houston George F. Neff and Robert W. Malone 
NATIONAL BANK First NATIONAL appointed asst. trust officers. 
BANK 
PENNSYLVANIA ‘ ad 
; Houston Miss Helen Fitzgibbons named asst. 
| Sunbury Mrs. Anna L. Savidge promoted to Houston BANK trust officer. 
= First NATIONAL trust officer. & Trust Co. 
: BANK ; : 
ke Houston E. C. Edens, Jr., with Second National 
n- SouTH CAROLINA SECOND since 1946 as securities analyst, named 
Greenwood S. Whitfield Perry, vice president, NATIONAL BANK trust officer; John L. Carson, Jr., with 
ak BANK OF also became trust officer; F. E. Grier, . the bank since merger with Guardian 
er GREEN WOOD former trust officer, became a vice Airrust named asst. trust officer. Carson was with Bankers 
president. Trust Co., New York, prior to going to Houston. 
ce 
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1. 
. TRACERS CO. of AMERICA 
é 513 MADISON AV. NY. 22 N.Y. 
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VERMONT 


Proctor H. Page named trust officer 
of the company, which changed its 
name in January from CHITTENDEN 
County Trust Co. 


VIRGINIA 


C. G. Brown and Chester G. Pierce 
elected executive vice presidents and 
trust officers. 


Alexandria 
CITIZENS 
NATIONAL BANK 


Pulaski (Va.) 
PEOPLES 
NATIONAL BANK 


Richmond C. Coleman McGehee named asst. trust 
First & MERCHANTS officer. 
NATIONAL BANK 


J. H. Chapman, Jr., elected president 
in addition to trust officer. 


WASHINGTON 


Seattle 
NATIONAL BANK 
OF COMMERCE 


S. McLain Davis promoted to trust 
officer; John M. Cooper elected trust 
officer, and John D. Sharp an asst. 
trust officer. 


WISCONSIN 


Stevens Point 
First NATIONAL 
BANK 


Leo C. Larsen named vice president 
and trust officer; Norman G. Oertel 
promoted to cashier and asst. trust 
officer; and Elmer R. Ross made 
auditor and asst. trust officer. 


CANADA 


Halifax, N. S. 
EASTERN 
Trust Co. 


President A. S. Fraser appointed 
Managing Director; T. J. Hanrahan, 
acting manager of Halifax branch, 
and I. G. Sewell, manager of Montreal, 


MorTON C. BAKER 


HARVARD PALMER WALTER J. BREWER 


Promoted at Seattle-First National Bank, as reported in 
Feb., p. 132. 


appointed Assistant General Managers. E. G. Dewling re- 
places F. B. A. Chipman as Secretary. 


George A. Goad and Stuart A. Cob- 
bett appointed Assistant General 
Managers. Goad will continue as 
supervisor of estates and trusts, and 
Cobbett as supervisor of investments. 


Edmonton Alta, & At Edmonton, Robert Steele who re- 
Toronto, Ont. tired as Manager remains as a full- 
Roya. Trust Co. time officer specializing in new busi- 

ness work. Donald L. Evans, formerly 
assistant manager at Winnipeg, succeeds him as Manager. 

At Toronto, C. F. Harrington made Manager to succeed R. 

L. Crombie, retired. 


Montreal, Que. 
MONTREAL 
Trust Co. 


C. C. Calvin, Q. C., member of the 
Board since 1944 and a vice president 
since 1950, succeeds th elate Hon. 
Charles McCrea, Q.C., LL.D., as presi- 
dent. 


Toronto, Ont. 
TORONTO GENERAL 
TRUSTS CORP. 


MERGERS & NAMES CHANGED 


Massena & Watertown, N. Y.—NorTH- 
ERN NEW YoRK Trust Co. and the First 
NATIONAL BANK & Trust Co., Massena, 
merged under the charter and title of 
NORTHERN NEW YorRK TRUST Co., with a 
branch established at Massena. 


Philadelphia, Pa. — TRADESMENS Na- 
TIONAL BANK & TRUST Co. and LAND 
TITLE BANK & TRusT Co. have agreed to 
merge under the name of TRADESMENS 
LAND TITLE BANK & TRUST Co., subject 
to approval of regulatory authorities. 
The title insurance business of the Land 
Title is to be divorced from the company’s 
banking and trust functions and carried 
on by a newly chartered title insurance 
company, all of whose stock will be own- 
ed by the combined bank. 


Galveston, Texas — CiTy NATIONAL 
BANK has changed its name to the Moopy 
NATIONAL BANK of Galveston. 


Wanted 
RETIRED TRUST OFFICER. 
Full or part time for Central Bank & 


Trust Company of Miami, Florida. 
Reply to — 
Chas. A. Morehead 
228 N.E. Second Ave. 
Miami, Florida 





IN MEMORIAM 


ELMER L. FAGUNDUS, chief of the trust 
examination department of FEDERAL RE- 
SERVE BANK of New York. 


CHARLES C. HAWLEY, assistant secre- 
tary of NEw York Trust Co., New York. 


HAROLD H. KNOWLTON, trust officer of 
AMERICAN TrRustT Co., San Francisco. 


Fay LEwIs, executive vice president, 
cashier and trust officer of First NATION- 
AL BANK, Petersborough, N. H. 


JELLIS L. NICHOLAS, cashier and trust 
officer of First NATIONAL BANK, Lynch- 
burg, Va. 


HERBERT MOHLER, executive vice presi- 
dent and trust officer, NATIONAL BANK of 
Monticello, Il. 


JAMES PARKER, II, senior vice presi- 
dent of OLD CoLony Trust Co., Boston. 


PAuL A. ROTH, assistant secretary of 
THE HANOVER BANK, New York, who 
trained several hundred trust develop- 
ment men throughout the country. Since 
1928 he had conducted classes in trust 
development work which were attended 
by more than 400 men representing 285 
correspondent banks. 


LANE D. WEBBER, former vice president 
of First NATIONAL Trust & SAVINGS 
BANK, San Diego, who established its 


trust department in 1923; recently was 
vice president and director of public re. 
lations of Southern California Edison Co. 





Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 


Employment Exchange and code 


number. 


Florida bank wants a retired trust 
officer for full or part time work. See 
ad at left. 


Young man with 14 years experience 
in general trust administration seeks 
connection with progressive trust insti- 
tution; now earning over $5,000. 32-3. 


Bank with established trust depart- 
ment, over $10 million, in fine home com- 
munity in upstate New York, seeks 
younger man with investment experience 
to manage trust portfolio. Salary in up- 
per four figures for man of officer mate- 
rial. 32-4. 
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NEW HIGHS IN TRUST ASSETS 


ANNUAL REPORTS SHOW MANY RECORD TOTALS 


received since last month’s review 
(see page 92) 73 recorded increased 
trust assets under administration, 22 of 
them being at an all-time high. Of those 
which included information on trust de- 
partment income, 43 reported gains in 
gross income, 24 of them being all time 
highs, and 13 reported higher net in- 
come levels, eight of them representing 
the peak in the department’s history. 
The growth of pension and _ profit- 
sharing plans is remarked on all sides. 
A Boston bank said, “pension and profit- 
sharing plans constitute an increasingly 
popular type of business”: a San Fran- 
cisco bank commented that these pro- 
grams “are being adopted by an ever 
increasing number of large employers” ; 
from Atlanta came the statement “espe- 
cially marked is the increase of interest 
in pension and profit-sharing plans”; 
Similar statements come from every 
section of the country. 


A MONG THE 80 ANNUAL BANK REPORTS 


Customers and employees, as well as 
stockholders, need to receive and under- 
stand the facts about a financial institu- 
tion’s gains and losses, difficulties and 
achievements. Five separately printed 
reports to employees or customers are 
at hand. American National Bank & 
Trust Co., Chicago, has made a “Re- 
port to the Staff” for five years, and the 
latest edition continues the use of car- 
toons and charts to present major finan- 
cial data quickly and easily. It reco- 
gnizes the personnel of the departments 
behind the scenes as well as those who 
perform “direct services,” and it in- 
cludes a section on the “extra dividends” 
such as insurance, pensions, medical 
aids and cafeteria. 


A section of the employees’ magazine 
is used by The Hanover Bank, New 
York, for presenting its report high- 
lights under the title “How'd We Do in 
52?” Comparative statements are given, 
and charts on capital funds, sources and 
disposition of income. In this instance, 
as in all cases where the company pub- 
lishes a monthly or bi-monthly employ- 
ees’ magazine, many items of employee 
interest can be, and are, treated separ- 
ately from the annual report. 


President Raymond N. Ball of Lin- 
coln Rochester Trust Co., Rochester, 
N. Y., writes under the heading “My 
Report to You” in a pamphlet for em- 
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ployees replete with photographs of 
employees and activities. The financial 
data are treated briefly and followed by 
sections on the number of employees, 
employee benefits, changes in organiza- 
tion, and other matters of direct em- 
ployee interest. The president expressed 
satisfaction that over 200 employees are 
stockholders of the company. 


The employees’ magazine, again, is 
used as the medium for presenting the 
annual report of First National Bank, 
Dallas. About one half of the January 
issue was devoted to this purpose. Two 
charts accompany the text. 


The January issue of the “Journal” — 
monthly publication for customers of 
the Union & New Haven Trust Co., 
regularly carries a pleasantly conversa- 
tional presentation of the highlights of 
the preceding year. This year it began, 
“How will we remember 1952?”, and 
answered the question first with struct- 
ural changes which had been obvious 
to the customer, then to internal changes 
which the customer could not see, and 
finally with the financial figures and 
their meaning. 


Additional excerpts on trust business 
follow: 


CALIFORNIA 


First Nationart Trust & Savincs BANK, 
San Diego: 


New business and gross earnings the second 
highest in 28 years . . . Gross earnings from 
Trust Department operations totaled $304,422 
or 6.8% of gross earnings of the bank, against 
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$308,511 for 1951 . . . Our Common Trust 
Fund (established July 1, 1942 .. . first on 
the Pacific Coast) . . . is now valued at more 
than five million dollars. 


Bank or America, N.T. & S.A., San Francisco: 


Another year of over-all growth of the 
Trust Department was featured by extension 
of our work in the pension, profit-sharing, and 
investment management fields. Pension and 
profit-sharing plans are being adopted by an 
ever increasing number of large employers, 
creating new needs for investment manage- 
ment and trust facilities such as ours. Com- 
petent investment management is also being 
sought more and more by people of moderate 
and substantial means, and by corporations 
and institutions whose security portfolios must 
be under constant, skilled supervision. These 
conditions, along with production of new busi- 
ness of all types, helped to make 1952 the 
Trust Department’s best year to date in both 
gross and net earnings . . . With its con- 
stantly growing number of participants, our 
Common Trust Fund ranks as one of the larg- 
est of its kind in the country. 


Bink OF CALIForRNIA, San Francisco: 


At Head Office and at our Northern Offices, 
fees received for fiduciary services have aga 
shown an increase over previous years, due, 
primarily, to additional business. One of the 
notable increases has been in our agency 
division. . . . A number of new pension and 
profit-sharing trusts have been received. .. . 

The department has also shown a satisfac- 
tory increase in its services to corporations. 
A number of new appointments as transfer 
agent and registrar for companies have been 
received. 


WE ts Farco Bank & Union Trust Co., 
San Francisco: 


Our Trust Department has made continued 
progress and a satisfactory number of execu- 
torships, agency and trustee accounts have 
come to us. Corporate customers, also, have 
come to us in increasing numbers.. . 
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We handle an average of four security transactions every business hour, with an annual dollar volume in excess of $50,000,000. 


Detroit Trust Co.’s trust holding in industrial stocks. 
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COLORADO 


U. S. Nationat Bank, Denver: 


In general, the volume of business of the 
Trust Department for the year 1952 has been 
maintained at a satisfactory level and has 
shown normal growth. New business during 
the year included the appointment of this 
department as Corporate Trustee, and/or Pay- 
ing Agent for bond issues exceeding $1,800,000, 
bringing the overall totals up to nearly $55,- 
000,000. Increases also were registered in 
Court Trusts and accounts as Registrar and 
Transfer Agent. Another source of new busi- 
ness for the Trust Department has been the 
handling of Veterans Administration loans. 


CONNECTICUT 


Hartrorp-Connecticut Trust Co., Hartford: 


The Trust Department recorded for the year 
a satisfactory net increase in the volume of 
property. Reflecting this over-all growth is the 
expansion of the Common Trust Fund since 
its establishment November 1, 1948. The utility 
of this medium for the investment of smaller 
trust funds becomes increasingly evident with 
each year of its operation. One of the most 
rapidly growing branches of the Department’s 
business is the Pension and Profit Sharing 
section, where both the dollar volume and num- 
ber of accounts have increased notably. 


PHOENIX STATE BANK & Trust Co., Hartford: 


During 1953 there was a further substantial 
increase in trust business. The Trust Depart- 
ment today has supervision and custody of 
trust assets exceeding one hundred million 
dollars. . . . Established in 1946, the Phoenix 
Common Trust Fund A represents the first com- 
mon trust fund managed by a bank in Hart- 
ford and the second in Connecticut. The fund 
is the investment medium for 196 trusts. 


TRAVELERS BANK & Trust Co., Hartford: 


We experienced a gain of approximately ten 
per cent in the invested assets during 1952 
and a corresponding increase in our gross in- 
come. 


Stamrorp Trust Co., Stamford: 


... A year of significant growth and ex- 
panded service. Trust funds cared for by 
our bank now amount to $36,971,297, a gain 
of $2,664,231 during the year. 


CotoniAL Trust Co., Waterbury: 


New highs were made in the number of 
accounts and book value of trust assets ($52.5 
million) . . . Gross earnings improved .. . 
net income was slightly higher . . our 
Common Trust Fund has a value exceeding 
$5 million. 


DELAWARE 


EquiTaBLeE Security Trust Co., 
Wilmington, Del.: 


Delaware’s two oldest trust departments 
are now combined into one which ranks large 
among those in the country. Over 1,600 trust 
accounts of all types are being administered 
. .. During 1952 more new people nominated 
us in their wills to act as executor or trustee 
than in any previous year. Our common trust 
funds, in the operation of which we have had 
over twenty-two years’ experience, provide an 
ideal medium of diversified investment for 
trusts of small and medium size. 


The gross earnings of the Trust Department 
($688,944) exceeded those of any prior year, 
and net earnings continued at a satisfactory 
rate. 


DistTRIcT OF COLUMBIA 
AMERICAN Security & Trust Co., Washington: 


The Trust Department continued to increase 
its business during 1952. Total new trust 
business received during the year approx- 
imated $25,000,000, and the current market 
value of all assets administered in the personal 
trust division is in excess of $240,000,000. 
Gross earnings of the department were $457,376 
(7.6% of total bank earnings) ... 


Earnings received for services as trustee, 
and as agent or custodian, showed an increase 
over those for 1951. These resulted from our 
continued efforts in the renegotiation of inade- 


ANCILLARY SERVICE 
in 
TEXAS 


78th Year of Dependable, Personal Service 


NATIONAL BANK 


IN DALLAS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


quate fees on old accounts, and from new busi- 
ness based on our present schedule of com- 
pensation. Earnings received for the admin- 
istration of estates, however, were lower than 
those received from this source during the 
prior year because of the lower aggregate value 
of estates administered. The number of new 


wills in which the Company has been named f 
as executor or trustee exceeded those of re- f 


cent years. ... 


Investment agency service continues to grow 
in popularity and in its importance to total 
trust earnings. Substantial assets were also 
received for retirement fund accounts, as trus- 
tee or as investment agent for individual 
trustees. ... 


Many living trusts of moderate size were set 
up during 1952 under agreements which spe- 
cifically expressed the grantor‘s wishes that 
the assets be invested in our discretionary 
common trust fund, which at present is about 
$6,200,000. in total value with 246 partici- 
pating trusts. This fund enables us to make 
our services available at moderate rates to 
trusts of smaller size. 


(This report contained a two-page center 
spread presenting the Directors by photograph 
and brief comment. The “Highlights” of the 
year included the figure for trust assets given 
above.) 


FLORIDA 


First NatTionaL BANK, Miami: 


Especially noteworthy in the expansion of 
the Trust Department service are the broadened 
activities in the Investment Division. . . In 
1952, the business volume in the Trust De. 
partment reached new highs. Nearly 400 ac- 
counts, comprising trusts, estates, escrows, 
investment advisory, custody and safe-keeping 
accounts are active. The assets total nearly 
$73,600,000 . . . The activities of the Trust 
Department in 1952 added more than $2,000, 
000 directly to the deposit accounts of the bank 
itself. In addition, an aggregate of 780 will 
appointments on hand means sizable future 
business for the department and for the bank 
as a whole. 


GEORGIA 


First NATIONAL Bank, Atlanta: 


The Trust Department is serving more in- 
dividuals, corporations and institutions than 
ever before. Especially marked is the increase 
of interest in pension and profit sharing plans. 


Georcia RartroaD Bank & Trust Co., 
Augusta: 


More and more people are finding it de- 
sirable to avail themselves of the services 
of our Trust Department. 


Trust Company oF GeorciA, Atlanta: 


In 1952 approximately 2214% of our total 
Trust Department expense was devoted to the 
supervision of trust investments: the largest 
portion of our budget ever devoted to this 
phase of trust service, and this percentage has 
increased steadily through the years. 


A greater percentage of new instruments 
signed during 1952 represented immediate busi- 
ness, such as living trusts, pension trusts, and 
agency accounts, as contrasted with will ap- 
pointments, than ever before in our history. 
The total number of all new instruments 
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Staff members of Irving Trust Co.’s Cor- 
porate Trust Division making punch cards 
for electronically controlled machines which 
perform such varied functions as preparation 
of dividend checks, proxies and related 
records. From annual report. 


signed during the year, including will ap- 
pointments, was also higher than any previous 
Weat ...< 


ILLINOIS 


Cuicaco Tite & Trust Co., Chicago: 


Our volume of new business under wills, 
living trusts and investment counsel accounts 
has shown good growth during the past year. 
However, steadily rising operating costs cou- 
pled with relatively stable fees for our services 
continue to present a problem . . . Some of 
our trust activities render an important service 
to our title customers, such as, escrows, Jand 
trusts, and trusteeships having to do with real 
estate financing. The volume of this business 
has kept pace with the active real estate 
market. 


La SALLE NATIONAL BANK, Chicago: 


Gross income from trust business was greater 
than in any previous year, resulting in an in- 
crease in net profits . . . Continued success in 
obtaining appointments under wills . . . Trust 
Department becoming better known to corpora- 
tions . . . a further expansion of all phases 
of corporate trust business may be confi- 
dently anticipated . . . The most important 
single development was the establishment June 
1, 1952) of the Diversified Trust Fund... 
third in Chicago. 


INDIANA 


Op NATIONAL BANK, Evansville: 


More customers and friends of the Bank 
utilized the services of the Trust Department 
and transacted a larger volume of business 
with this division than in any previous year 
. . . Our Estate Planning Service has been 
actively helpful to customers and their at- 
torneys in the preparation of wills and trust 
agreements, and an increasing number of these 
instruments naming our Bank as Executor 
and Trustee, have been placed on file in the 
Trust Department. 


An interesting development in the Corporate 
field . . . is in the planning of Pension, Re- 
tirement, and Profit-Sharing plans for corpora- 
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tions. Our Common Trust Fund, now in its 
second year, has grown substantially, bringing 
important benefits to many trust customers. 


Fort Wayne NATIONAL BANK, Fort Wayne: 


Our Trust Department continues to grow 
and its services are being extended to an in- 
creasing number of people and corporations 
each year. 


First Bank & Trust Co., South Bend: 


First Bank’s trust department has continued 
its substantial and steady growth and is now 
the largest trust department in northern In- 
diana. 


NATIONAL BAnK & Trust Co., South Bend: 


Our Trust Department works very closely 
with Attorneys and Life Underwriters .. . 
trust assets exceeded 1951’s year-end total by 
more than 10% ... we hold a greater number 
of wills than ever before. 


KENTUCKY 


Kentucky Trust Co., Louisville: 


The Trust Department of The Kentucky 
Trust Company enjoyed a record year of growth 
as measured by increase in book value of 
Trust Assets and by the volume of Trust Com- 
missions. The Women’s Finance Forum, first 
conducted in 1951, was repeated in 1952 and 
is the only such Forum yet to be held by any 
bank in Louisville. Diversified Trust Fund 
“A,” the only common trust fund in Kentucky, 
continued to prove its usefulness as a medium 
for the advantageous investment of trusts of 
small and moderate size. 


LOUISIANA 


CoMMERCIAL NATIONAL BANK, Shreveport: 


The Trust Department has grown con- 
sistently . . . now administers $22,119,330 
(plus $2,400,000 of real estate carried on sub- 
sidiary ledgers . . . The Trust Department 
sponsored in November a Women’s Finance 
Forum .. . well attended . . . The ladies con- 
tinue to express their interest in the subjects 
discussed, particularly . . . Trusts. 


MARYLAND 


Seconp NATIONAL BANK, Cumberland: 


The volume of trusts and estates continued 
its upward trend, registering a 6.3% increase 
in assets and a record high in earnings. 


MASSACHUSETTS 


RockK.Lanpb-ATLAs NATIONAL BANK, Boston: 


The Trust Department has continued to 
record a steady growth during 1952 in both 
the dollar amount of assets under its manage- 
ment and the number of accounts being ad- 
ministered . . . Pension and profit sharing 
plans constitute a desirable and increasingly 
popular type of business . . . 1952 was an 
active and satisfactory year for our Corporate 
Trust Division . . . We conducted our second 
Finance Forum for Women. 


STaTE STREET Trust Co., Boston: 


Assets under administration, as executor 
and administrator $11,938,713 (compared with 
$8,920,473 in 1951); as trustee $170,269,457 
(compared with $159,116,508 in 1951). Agent 
in the management of investments and other 
property with a book value in excess of 
$63,000,000 (compared with $60,000,000 last 
year). Other agencies, including custodianship 
of investment trusts, total approximately 
$576,000,000 (compared with $488,000,000 in 
1951). 


MICHIGAN 


Detroit Trust Co., Detroit: 


The Detroit Trust Company (a. strictly 
fiduciary institution) had net earnings in 1952 
of $506,923 as compared with $465,420 in 
1951. Gross earnings increased substantially. 
To a degree, gross earnings reflect the benefit 
derived from trust business of the former 
Bankers-Equitable Trust Company, which was 
consolidated into the Detroit Trust Company 
in October 1951. 


For the fifty-second year the trust business 
of the Detroit Trust Company has shown 
growth . . . The popularity and importance 
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For prompt, experienced assistance to help 
you meet your trust and business needs in 
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Provident Trust Co., Philadelphia 


of the pension and profit sharing trust in the 
country’s economy continues. 


MANUFAcTURERS NATIONAL Bank, Detroit: 


The expansion of the Trust Department 
during the past year resulted in a flow of 
new business at a faster rate than any previous 
year. An increasing number of men and wo- 
men named the Bank as Executor or Co- 
Executor; a substantial number also named 
us as Trustee or Co-Trustee. This was made 
possible through the efforts of the Estate 
Planning Group, as well as the broadening of 
our Investment Division. The Pension and 
Profit-Sharing Trusts continued to expand both 
in number and in size. The custodian manage- 
ment operations have been enlarged with good 
results. The Corporate Trust Division also 
experienced a satisfactory increase in volume. 


First Nationat BANK & Trust Co., 
Kalamazoo: 


We obtained another “first” in the operation 
of our Trust Department by establishing a 
Common Trust Fund on August 12, 1952. This 
is the first Common Trust Fund established in 
Michigan. While any estate or trust in which 
we are fiduciary will have advantage in in- 
vestment in this Fund the moderate sized 
estate will be afforded greater diversification 
with higher yield than could otherwise be 


prudently obtained. Ultimately the investment 
of funds in the Common Trust will greatly 
facilitate the Trust Department. The stock- 
holders who are interested in our Common 
Trust Fund may request a copy of the Plan 
of Operation . . . The Trust Department has 
enjoyed another fine year of operation and in 
earnings. 


MINNESOTA 


First BANK Stock Corp., Minneapolis: 


The volume of trust business handled by 
the First National Bank of Minneapolis, First 
Trust Company of Saint Paul and nine other 
banks in the group continues to show a very 
satisfactory growth . . . The many services of 
the trust departments are being used by an 
ever increasing number of individuals, part- 
nerships and business corporations, as well as 
corporations operated for religious, charitable, 
literary or educational purposes. 


Because of the property saving which can 
be effected by the use of trusts, more and more 
people are employing trust arrangements in 
their estate plans . . . Pension and profit- 
sharing trusts are receiving the attention of 
more and more corporations. The field for this 
type of service is broadening to include trade 
associations and trade unions and may be 
further extended under proposed federal legis- 
lation which would permit self-employed per- 
sons to contribute to pension funds. 


First NATIONAL BANK, Minneapolis: 


During 1952 First National was named as 
co-executor or trustee in more wills than in 
any previous year. 


NORTHWESTERN NATIONAL Bank, Minneapolis: 


1952 was another year of growth for our 
Trust Department. All important divisions in- 
creased volume and activity .. . 


The bank was named in a number of new 
pension and profit sharing trust plans in 1952, 
and the assets administered have grown sub- 
stantially ... 


Smaller and medium-sized trusts continue 
to be benefited by their participation in the 
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Common Trust Fund. At the close of its sev- 
enth fiscal period on October 31, 1952, the 
total valuation was $7,137,339 as 
$6,442,618 in 1951... 


Primary deposits in new accounts, additions 
to existing accounts and the number of new 


trustee all exceeded those for any previous 
year. Gross earnings showed a satisfactory 
increase, reaching an all time high. 


MIssourRI 


City Nationa, Bank & Trust Co., 
Kansas City: 


The assets administered by the Trust De 
partment and the volume of business handled 
by all of its divisions reached the highes 
level in the bank’s history . . . revenues wer 
substantially larger than in any previous year, 


This growth was one indication that th 
expanded effort to acquaint the public with 
the department’s services was beginning to b 
highly successful. Periodic distribution of time 
ly and informative literature to an ever larger 
number of receptive readers is an importan: 
part of the program, which also includes fre 
quent sponsorship of forums and dinner meet 
ings for public groups and the formal creatior 
of an Estate Planning division. 


Deserving of special mention was the un 
usually large increase in the number of pen 
sion and profit-sharing plans administered by 
the bank as trustee and in the number ani 
value of securities held in safekeeping ani 
custody accounts, particularly corporate cus 
tomers . . . The Hamilton group of mutud 
funds, for which the bank acts as custodia, 
continued rapid growth. 


ComMERcE Trust Co., Kansas City: 


The earnings of our Trust Department are 
increasing. They make an important contribv- 
tion to our overali results . . . Pension Trusts 
and other Retirement Plans are being estab- 
lished in considerable volume . . . the trend 
is toward a “Trusteed Plan” which utilizes 
trust services. We anticipate a substantial in- 
crease in this type of business over the next 
few years. 


NEVADA 


First NATIONAL BANK oF Nevapa, Reno: 


Last year we enjoyed the best earnings in 
the history of our Trust Department. We have 
also received during the year a reasonable 
volume of new business, both court and 
private trust appointments, as well as ac- 
quiring a substantial increase in wills filed. 


New JERSEY 


Peoptes Trust Co. oF Bercen County, 
Hackensack: 


The Trust Department of the bank again 
showed satisfactory earnings. 


Fivetiry Union Trust Co., Newark: 


The earnings of the Trust Department were 
satisfactory and the interest of the share- 
holders in availing themselves of its services 
and commending it to friends in estate and 
trust matters is earnestly appreciated. 


Howarp Savines Institution, Newark: 


As of December 31, 1952 appointments un- 
der wills amounted to 4,933, a gain of 402 
for the year. There were 396 active accounts 
derived by Court. appointments as executor, 
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administrator, trustee under will and guar- 
dian. There were 288 personal appointments 


fas custodian of investments, escrow agent, 
/ trustee under living trusts and life insurance 
} trusts; a total of 684 accounts for a gain of 


3 | 63 over 1951. Court appointments for guar- 
and J 


dianship accounts for veterans of World War 
[ and II, or their dependents remained at 173 
during 1952. 


A forum entitled “Women and Money” was 
sponsored by the bank in November . . . drew 
favorable comments from both the public and 
the press. 


NationaL Newark & Essex BANKING Co., 
Newark: 


The consolidations also brought substantial 
additions to the business of our Trust De- 
partment and provided improved facilities. 


County Bank & Trust Co., Paterson: 


The most important factor in the Trust De- 
partment’s operations during the year was the 
emphasis given to the intensive development 
of Pension and Profit Sharing Plans . 
Prominent publicity was also given to our 
appointment as Trustee of the Woven Label 
Manufacturers Union Employees’ Retirement 
Fund, one of the first industry-wide Pension 
Plans in the country. Total resources under 
the supervision of the department now exceed 
$20,000,000. 


TRENTON Banxinec Co., Trenton: 


During the year, individuals with assets 
totalling well over $3,000,000 have had estate 
plans drawn... 


New York 


MarinE Mipianp Corp., Buffalo: 


Trust Departments in Marine Midland banks 
enjoyed a successful year in 1952 in new bus- 
ness obtained and in earnings. Six common 
trust funds are in operation in five banks. A 
new arrangement for servicing pension and 
profit sharing plans in all trust departments 
has resulted in the establishment of an in- 
creasing number of such plans under the 
trusteeship of the banks. 


The Investment Management Division con- 
tinues to grow. 


MaAnuractourers & TRADERS Trust Co., 
Buffalo: 


Other operating earnings are up largely 
because of increases in the volume of special 
services, service charges, and increased fees 
earned by the Trust Department . . . During 
1952 the Company continued its sessions of 
The Women’s Forum . . . The Trust Depart- 
ment has sustained a consistent growth through 
the administration of Estates and Trusts for 
several generations. 


First WestcHEsTER NATIONAL Bank, 
New Rochelle: 


Assets under the Trust Department’s care 
exceed $25,000,000 in market value (compared 
to “exceed $20,000,000” in 1951). Trust De- 
partment fees were $88,657 (compared to 
$28,568 a year ago). 


Ciry Bank Farmers Trust Co., New York 


In 1952 more new business was developed 
than in any other year of the last two 
decades. Increased volume in personal trusts, 
under present fee schedules, is no solution 
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to our problem. Fortunately, however, the 
larger share of this new business comprised 
new pension and profit-sharing funds, addi- 
tional corporate trust appointments, transfer 
and registrarships, management accounts (in- 
vestment counsel) and custodian business, 
for which a fairer compensation is obtain- 


able. 


Net current operating earnings of the Com- 
pany for the year were $1,623,351 compared 
with $1,556,494 in 1951. Gross earnings were 
$10,970,997 and $10,166,802 respectively. 


Current operating expenses were: 


1952 1951 

Interest paid $ 33,949 $ 34,159 
ore ee 5,201,912 5,106,936 
Profit-Sharing Plan Cost 210,000 ————— 
Provision for Taxes and 

Assessments _. 1,223,337 1,381,042 
Net Operating Cost of 

Premises (including 

real estate taxes and 

depreciation) ___.. 627,364 650,550 
Other Current Oper- 

ating Expenses —. 2,051,084 1,937,621 

$9,347,646 $9,110,308 


Discretionary Common Trust Fund “A,” 
which was created in 1949, and the Legal 
Common Trust Fund, created in 1950, in- 
creased in volume during year by the addi- 
tion of further trusts. . . . Our Custodian 
Management (investment advisory) Service 
continues to grow, and at the end of the year 
we had more business of this type on our 
books than ever before. This service is de- 
signed for religious, educational and charitable 
organizations, savings banks, and corporations, 
as well as for individuals. 


During the year we wrote more pension 
and profit-sharing plans than during any 
similar period in the past. We are currently 
acting as trustee for pension, profit-sharing 
and thrift plans for practically every type 
of industry as well as charitable and philan- 





TRUST ASSETS 


in millions of dollars 


1948 1950 195) 


Wachovia Bank & Trust Co., Winston-Salem 


thropic organizations, labor unions, and part- 
nerships. At the end of the year, the officers 
and staff of the Company totaled 1,154 com- 
pared with 1,156 at the beginning of 1952. 


Empire Trust Co., New York: 


On October 31 we established our First 
Discretionary Common Trust Fund . . . Fiduci- 
ary fees, commissions and other earnings were 
$1,393,496 (compared to $1,158,975 in 1951). 


Fipuctary Trust Co., New York: 

Income from interest, fees, etc. $1,886,447 
(compared with $1,627,235 in 1951); opera- 
ting expenses $1,153,283 ($1,010,420 in 1951) ; 
taxes $405,075 (compared with $302,003 in 
1951). 





Ancillary Administration in Michigan 


This bank invites your consideration of its facilities to serve 
in situations requiring ancillary administration in Michigan. 
We also welcome the opportunity to work with out-of-state 
organizations as co-transfer agent, co-registrar and in all types 
of personal and corporate trust capacities. 


MANUFACTURERS NATIONAL BANK 


OF DETROIT 
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(The Trust Company has chosen to con- 
fine its activities to acting mainly as: Agent 
for the management of investments; Trustee 
under living trust agreements; Executor and 
trustee under wills; Custodian for the safe- 
keeping of securities; Personal banking, that 
is, banking of a non-commercial nature.) 


GuARANTY Trust Co., New York: 


While our Trust Department operates at a 
profit, the net earnings from some of the 
services rendered are not at all in keeping 
with the responsibilities. . . . With the ex- 
ception of the fees that are regulated by 
statutes, we have increased all of our service 
charges. . . . The gross earnings of the de- 
partment were approximately the same as in 
1951, but the net earnings were considerably 
less because of increased costs. 


The volume of business continues to in- 
crease satisfactorily. Of especial importance 
are the increasing number of individuals and 
charitable, religious and other institutions 
this Company is serving in the management 
of their financial affairs, and the appoint- 
ments as trustee under pension plans. 


Hanover Bank, New York: 


The volume of business in our Personal 
Trust Department continued to expand. The 
number of estates under administration was 
at a high level, trust and custodian business 
increased, and many important companies be- 
came pension and savings fund customers. 
The Hanover’s Discretionary and Legal Com- 
mon Trust Funds are providing many trusts 
with broad investment diversification not avail- 
able a few years ago. 
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Due to the volume of new financing, earn- 
ings from the Corporate Trust Department 
exceeded those of the previous year. 


1952 1951 
Commissions, Fees and 


Other Income $7,327,905 $6,688,335 


New York: 


In every activity in the Personal Trust 
Division there has been notable growth 
throughout the year. Without relaxing our 
high standards of quality, we have built a 
volume of personal Trust and agency busi- 
ness which is the highest in the Company’s 
history. . . . The volume of business in the 
Corporate Trust Division reached record high 
levels in 1952, 


Irnvinc Trust Co., 


New York: 


During 1952 we had under administration 
in our Personal Trust Department the largest 
number of estates in the history of our Com- 
pany. In addition, there was a gratifying num- 
ber of new appointments of our Company as 
executor and trustee under Wills. 


MANUFACTURERS Trust Co., 


Our two Common Trust Funds, the Discre- 
tionary Fund established in 1949 and the 
“Legal” Fund established in 1950, continued 
to grow during the year through admissions 
of smaller trusts. The combined asset value of 
both Funds near the year-end was about 
$21,000,000. Our Company, because of its 
wide distribution of branch offices throughout 
the city, finds in the Common Trust Funds a 
valuable medium through which the trust 
needs of customers of moderate means may be 
effectively served. 


Our Pension and Profit-Sharing Trust Di- 
vision is showing very satisfactory growth. 


While total income of our Personal Trust 
Department for 1952 was higher than in any 
previous year, the cost of providing service 
at the required high standard continued to 
increase. . . . 


Both the total income and the net earnings 
of our Corporate Trust Department showed 


rot wud Satate Speeialists 


considerable increases over 1951 . . . We 
also obtained many new corporate agency ac. 
counts. 


The generally lower activity of the security 
markets during 1952 had its effect on the 
activity of our Stock Transfer Division. Never. 
theless its net income was larger, primarily a; 
a result of upward adjustments in rates. 


J. P. Morcan & Co., New York: 


Fiscal agency operations, including security 
transfers and registrations, coupon paying, and 
dividend disbursing, have continued to shoy 
a favorable trend with increased activity in 
all phases of this work. Corporate and per. 
sonal trust business has become an increa- 
ingly important part of the Company’s activ. 
ities, and during the past year there was a 
sizable increase in the number of client 
served. Pension trust business has continued 
to show gratifying progress. Investment at. 
visory services too are being utilized by a 
increasing number of clients. 

1952 1951 
Fees and Commissions $2,914,243 $2,751,223 


Pustic NaTionaAL Bank & Trust Co., 
New York: 


Our Trust Department has continued » 
progress and the year 1952 witnessed a sub- 
stantial increase in number of accounts ani 
in dollar volume . . . expansion of its qua- 
ters became necessary. 


(To be continued) 


A A A 
MIT REACHES 100,000 Mark 


Established in 1924, Massachusetts in- 
vestment Trust has recently enrolled its 
100,000th shareholder, marking a mile. 
stone for this company, the oldest and 
largest of the open end funds. The pur- 
chaser is Kreigh Collins, of Ada, Mich- 
igan, a newspaper syndicate cartoonist, 
who was entertained at a luncheon in 
Boston last month by the management 
and presented with a silver tray. 
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Mayo A. SHATTUCK, one of the nation’s 
leading trust lawyers, author of Loring’s 
Trustee’s Handbook (Shattuck revision), 
Estate Planner’s Handbook and countless 
articles in TRUSTS AND EsTATES and other 
periodicals, gave his residence (including 
summer home) and personal effects to his 
wife. To his executors — two sons and a 
law partner — the former president of 
the Massachusetts Bar Association en- 
trusted full discretion with respect to the 
retention or disposition of his copyrights, 
as well as the decision whether it would 
be a service to the profession to publish 
collectively his writings. The partner is, 
by codicil, excluded from acting in any 
transaction between the estate and the 
law firm to avoid any embarrassment or 
conflict of interests. Mr. Shattuck ex- 
pressed the desire that a modest number 
of his addresses and articles, chiefly on 
fiduciary administration, be printed in a 
limited edition by his long-time client, 
Little, Brown & Co. of Boston, as a re- 
membrance to his friends and profes- 
sional associates. 


Declaring his intention to leave cer- 
tain sums to two individuals and Harvard 
College, Mr. Shattuck stated that he had 
given such directions to the trustees of 
the Mayo A. Shattuck Revocable Trust, 
originally established in 1931, but that 
if his executors, after consultation with 
the trustees (though they be the same), 
determine that it would be advisable to 
make part or all of the payments out of 
the probate estate, they may transfer the 
necessary sums to the trustees for that 
purpose or directly to the beneficiaries. 


The residue of the estate is “poured 
over” (in line with his long-time philos- 
ophy) to the trustees of the Revocable 
Trust to be administered in accordance 
with its terms. A saving clause in the 
event this transfer were deemed invalid 
provides that the residue be held and 
invested in the same manner and for 
the same beneficiaries as described in the 
Revocable Trust. The specific devises and 
legacies are declared to be free of estate 
and inheritance taxes which are to be 
paid preferably out of the probate estate 
unless the executors decide that part 
or all of such taxes should come from 
the Revocable Trust. 


ASA CANDLER, JR., son and namesake 
of the founder of the Coca-Cola Co., gave 
$8,500 in legacies to seven individuals 


' and to his wife one-half of the residue 


of his estate after payment of debts and 
expenses but before estate taxes. The 
executor, Fulton National Bank of At- 
lanta, is directed not to satisfy this be- 
quest to Mrs. Candler with any assets in 
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WHERE THERE'S A WILL 


respect to which no marital deduction 
would be allowed. The remainder is di- 
vided into six equal shares, one each for 
the testator’s five children and the de- 
scendants of a predeceased son. The share 
of any minor is to be held in trust by the 
bank. Mr. Candler’s extensive real estate 
holdings alone were estimated at over 
$2,000,000. 


WILLIAM G. PEARCE, former president 
of the American Brake Shoe Co., be- 
queathed $25,000 each to two nephews 
and a niece, and $12,500 to two grand- 
nephews. The residue of the estate was 
left in trust with Bankers Trust Co. of 
New York to provide Mrs. Pearce an 
annuity of $35,000 payable monthly out 
of income or principal if the former is 
insufficient. Excess income in any calen- 
dar year will also go to Mrs. Pearce who 
is named co-executrix with the trust 
company. The remainder at her death 
is to be divided into eight shares, two 
each to the abovementioned nephews and 
niece, and one each to the grandnephews. 


JAMES A. GRAY, chairman of the board 
of R. J. Reynolds Tobacco Co., named as 
sole executor and trustee the Wachovia 
Bank and Trust Co., Winston-Salem, 
with which he began his career as a clerk. 
His estate, preliminarily valued at $2,- 
716,000, consists principally of stock 
worth slightly over two million, including 
about 50,000 shares of Reynolds Tobacco. 
State, county and city bonds accounted 
for $400,000. 


In his excellently planned will, Mr. 
Gray trusteed the residue of his estate, 
other than real estate and personal effects 
left to his six children as his wife 
might allocate. Equal shares are set apart 
for Mrs. Gray and the children. The real- 
ty is to be added to Mrs. Gray’s trust 
which will pay her the income for life 
and thereafter be divided among the 
children’s trusts. 


The trusts for the sons will be distrib- 
uted one-third at age 25, one-half of the 
remainder at 28, and the rest at 32 unless 
in the trustee’s judgment the son shall 
have dissipated the greater part of pre- 
vious distributions and demonstrated an 
incapacity to conserve the remainder. 
Any portion remaining in trust at the 
son’s death is to be paid over as directed 
by his will among a class limited to his 
issue and their spouses. 


The daughters’ trusts are for life and 
continue for the benefit of their issue 
until the youngest of them reaches 21, 
when they will receive the principal. The 
income from these trusts, as well as all 


others created under Mr. Gray’s will, may 
be accumulated by the trustee for such 
later distribution as it may deem requisite 
or desirable. On the other hand, it is 
authorized to pay over principal to meet 
the reasonable needs of a beneficiary in 
his or her station in life where required 
by reason of serious illness or misfortune 
or other emergency. Such payments may 
not exceed in any one year 5% of the 
original value of the trust nor an aggre- 
gate of 50% thereof over the life of the 
trust. 


The testator stipulated the compensa- 
tion which the Wachovia is to receive as 
executor and trustee: for the former, 5% 
of receipts and disbursements up to $50,- 
000; 2% % of the next $450,000; and 1% 
on the excess. (Life insurance payable to 
the estate is treated separately at 2% of 
the first $25,000 and 1% on the excess.) 
As trustee, the bank will receive 5% of 
income up to $10,000; 2%% on the next 
$90,000; and 1% on the balance, lumping 
the income from all trusts for this pur- 
pose. No commissions are allowable on 
distributions of principal or income. 


Faris R. FELAND 2d, vice president of 
the leading advertising agency of Batten, 
Barton, Durstine & Osborn, Inc., and one 
of the nation’s foremost copy writers who | 
averaged six or seven pages per issue of 
Saturday Evening Post, left the residue 
of his estate, following token bequests 
and the devise of his real estate to his 
wife, in two parts — one outright to Mrs. 
Feland and the other half in trust for 
her benefit with an attorney and Chemi- 
cal Bank & Trust Co. of New York as 
trustees. Upon her death the principal is 
to be divided equally among the children. 
The trustees are authorized, without tak- 
ing into account any means otherwise 
available to Mrs. Feland, to pay her such 
sums from principal as they may deem 
necessary for her maintenance, support, 
health, and general welfare. She is named 
coexecutrix with the bank. 


JAMES NorRIs, wealthy grain broker 
who became widely known in the sports 
world as owner of the Detroit Red Wings 
in the National Hockey League, and 
president of the International Boxing 
Club, declared in his will that his resi- 
dence was owned in joint tenancy with 
his wife to whom he had also transferred 
all interest in the household chattels 
therein. He nevertheless confirmed her 
rights by devising and bequeathing to her 
any remaining title which he may have 
had at his death. Following a bequest of 
$30,000 to his secretary, Mr. Norris be- 
queathed the rest of his estate in equal 
shares to his four children, appointing 
his two sons, two other individuals and 
The First National Bank of Chicago as 
executors. 
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CURRENT LITERATURE NOTES 


Book 


Behind The Wall Street Curtain 


EDWARD DIES. Public Affairs Press, Wash- 

ington 8, D. C. 153 pp. $2.75. 

Although this book tells some of the 
less commendable exploits of the notori- 
ous and noted names of the Street, it is 
not an exposé but largely a historical 
account of the dashing days when the 
sole law of the market place was the 
law of survival. From Daniel Drew, Jim 
Fisk and Jay Gould, the story passes to 
such later-day giants as Carnegie, Rocke- 
feller and Morgan and their more con- 
structive contributions to the American 
economy. We then see the New Prosper- 
ity Era leading to 1929, its collapse and 
the rebuilding of enterprise, followed by 
World War II, and so to today. 


Mr. Dies appraises our present finan- 
cial system and finds that we are becom- 
ing a nation of small investors, protected 
by safeguards agaist improper exploita- 
tion, and that more people are finding in 
industry an investment medium, in spite 
of past Governmental efforts to distort 
the meaning and functions of “Wall 
Street,” which is merely a synonym for 
all the business centers of the country. 


THESES 


The Reasons for the Growth of the 
Investment Trust Companies Since 
1940 


EDWARD B. WELTNER. Submitted for Mas- 

ters Degree at University of Kansas, 1952. 

This is, on the whole, a very scholarly 
piece of research, although at times the 
author allows himself to be thrown off 
balance by his enthusiasm. In evaluating 
the factors that have influenced the 
growth of investment companies he has 
drawn on interviews with some two 
dozen prominent personalities in the field 
as well as a great amount of published 
material. His array of tables on the 
changed income status of various groups 
in the American economy as well as the 
investment return from fixed dollar in- 
vestments is impressive, but lacking 
somewhat in organization. 


Mr. Weltner concludes that the in- 
vestment companies became very popular 
with the securities dealer because they 
filled the gap created by a lack of reg- 
ular securities business which was very 
poor from 1938-1944 and from 1947-1949. 
Another reason for wide acceptance by 
the dealer is that in handling mutual 
funds he “has no inventory to carry nor 
market risk to assume.” But the dealers 
could not have sold the mutuals as read- 
ily, if they had not at the same time 
proved attractive to the investor. 


21? 


Mr. Weltner furnishes a chart show- 
ing the correlation between favorable 
stock market influences and the vol- 
ume of mutual sales. Pointing out that 
“the best securities salesman in the 
world is a bull market” he observes that 
the stock market has in broad trend been 
rising since 1939, thus giving the pur- 
chasers of investment companies a profit- 
able investment. He does admit, how- 
ever, that investor reaction to the 
mutuals during sustained bad news or 
a prolonged market decline remains un- 
answered in his thesis or any study thus 
far made. 


Legal Common Trust Funds in New 
York 


JOHN U. GRISSINGER, The Bank of New 

York, New York. Graduate School of Banking, 

A. B. A., 1952. 

The origin and development of Legal 
Common Trust Funds are clearly set 
forth with particular emphasis upon the 
effects of legislation — federal and state. 
The author has included excellent chap- 
ters on investment procedure and the ad- 
vantages of the fund for beneficiaries, 
as well as a comprehensive bibliography. 
Although legal trusts are seldom created 
today, there will always be a certain 
volume of restricted trusts that can be 
advantageously participated in legal 
common funds, Mr. Grissinger states — 
until New York adopts a full prudent 
man investment statute. 


ARTICLES 


Estate Planning Techniques and the 
Ownership of Canadian Securities 


ROBERT T. A. MOLLOY & ROBERT L. 
WOODFORD. Yale Law Journal, Jan. 1953 
(401A Yale Station, New Haven, Conn.; $2) 


The current enthusiasm for investing 
in Canadian securities complicates the 
task of the estate planner because three 
different sets of situs rules must be ap- 
plied in drafting wills or making inter 
vivos investments: those in the Death 
Tax Convention between the United 
States and Canada, those under the In- 
ternal Revenue Code and those ap- 
plicable to the Provinces of Ontario and 
Quebec. This helpful article analyzes the 
impact of the credit allowable under the 
Convention and the situs rules thereun- 
der, doing likewise for the pertinent 
Code provisions. The authors conclude 
that, because of the absence of authorita- 
tive information on many situs problems 
under the code, planners had best rely 
on the Convention credit and avoid in- 
vestment situations entailing provincial 
tax liability. 





Capital Gains and Losses Affecting 

Estates and Trusts 

GEORGE CRAVEN. Temple Law Quarterly, 

Winter 1953 (35 So. Ninth St., Philadelphia; 

$1.25). 

This lecture discusses the special prob- 
lems not encountered by taxpayers other 
than estates and trusts. Under the head. 
ing of basis for gain or loss, various 
types of interests are considered: proper- 
ty owned by the decedent, transfers taxed 
in his estate, stock dividends, sales for 
which the decedent contracted during 
his lifetime, and sales by a continuing 
partnership. The next category deals 
with property distributed in satisfaction 
of a legacy. Cases involving sales of real 
property, of a life interest in a trust and 
dispositions by a trustee after the death 
of the income beneficiary are briefed. The 
effects of capital gains and losses on 
distributable income are pointed out and 
the questions arising out of gains held 
for charitable purposes are explored. 


Joint Tenancy, Taxwise and Other. 
wise 
ARTHUR K. MARSHALL. California Lav 
Review, Winter 1952-3 (Berkeley; $1.50). 
As Assistant Inheritance Tax Attorney 
for the State of California, the author 
has had ample opportunity to examine 
the consequences of holding property in 
joint tenancy. He concludes that the ad- 
vantages of joint tenancy are confined 
to the small estates: avoiding probate 
delay and expense, as well as attorneys’ 
fees, is a real and substantial benefit 
to the person with an average house, a 
few bonds, a car and a marginal bank 
account. The possibility of a capital gains 
tax after his death does not significantly 
reduce these advantages, nor is there 
great danger of the surviving spouse 
making off with her interest. Gift and 
inheritance taxes will probably not be 
applicable. 


But joint tenancy should not be used in 
the upper groups unless taxes do not 
matter. It is, of course, impracticable to 
abolish joint tenances only over a stated 
line. The solution lies in legislative sim- 
plification of probate proceedings to re- 
duce expense and time, thereby dimin- 
ishing the urge to create such ownership. 
The author sets forth specific suggestions. 


1952 Survey of New York Law 


New York University Law Review, December 

pong (40 Washington Sq. So., New York City; 

This annual review traces the legisla- 
tive and judicial developments in all 
branches of the law in New York. The 
following articles are of particular in- 
terest to readers of T&E: Future Inter- 
ests, by Bertel M. Sparks; Trusts and 
Administration, by Dean Russell D. 
Niles; and Succession, by Howard 
Schwartzberg and Richard Lieb. 


TRUSTS AND ESTATES 
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ESTATE TAX 


Income of estate in year of closing 
and payable to distributees is taxable 
to distributees. Texas decedent died Dec. 
11, 1945, bequeathing all his estate to 
his widow. She died intestate about one 
month later. Son was appointed admini- 
strator for estates of both father and 
mother. Ancillary proceedings were also 
necessary in Oklahoma, On July 1, 1947, 
son filed Final Account as administrator 
of father’s estate, which was approved 
July 31. Court found that all debts and 
expenses of estate known to administra- 
tor had been paid and that estate was 
subject to being closed. Final Account 
of mother’s estate was filed on July 18, 
1947, and approved Aug. 8. Federal in- 
come tax return was filed by father’s 
estate from Jan. 1 to July 31, 1947 and 
marked “Final,” and one filed for 
mother’s estate from Jan. 1 to Aug. 8, 
1947. Commissioner disallowed certain 
deductions taken by estates on theory 
that estates had been closed in 1947 and 
entire income was taxable to sole heir 
and his wife as distributees, because the 
period of administration had terminated. 


HELD: Commissioner sustained. 
Under Section 162(b) of Code, deduc- 
tion is allowed to estate or trust for 
“income which is to be distributed cur- 
rently” by fiduciary to legatees, heirs or 
beneficiaries, whether distributed or not. 
As used in that section, income which 
is to be distributed currently includes 
income for taxable year of estate or 
trust, which, within taxable year, be- 
comes payable to legatee, heir or bene- 
ficiary. Since estates were closed dur- 
ing 1947, income for period prior to date 
of approval of final account, being pay- 
able to distributees, was taxable to 
them, and not to estates. Estate of Hargis 
v. Comm., 19 T.C. No. 101. 


Trusts made by husband and wife for 
benefit of their children, in which each 
gave other rights to change interests of 
beneficiaries, not reciprocal trusts. In 
1934 husband created similar irrevoc- 
able trusts for his daughter and his son. 
In 1935, he repeated the process. In each 
trust, he named himself and his wife as 
trustees and gave wife alone broad 
power to alter, amend or terminate, but 
in no event to revest principal or income 
in him. This power was subsequently so 
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limited by amendment of each instru- 
ment that no more could be accomplished 
by its exercise than to shift interests 
among issue of beneficiaries, spouses of 
such issue and charities. On each occa- 
sion when husband executed one of these 
trusts, wife executed similar trusts, 
naming herself and husband as trustees 
and giving him same powers of altera- 
tion as were granted to her in trusts 
created by him. Each time husband 
amended his trusts, wife did likewise. 
Upon wife’s death in 1944, Commissioner 
included principal of trusts created by 
husband, together with undistributed in- 
come thereon, in her estate on theory 
that reciprocal trusts were created, and 
she could thus be considered grantor. 
Under Section 811(d)(2) retention of 
power in grantor to change beneficiaries 
or shift their interests renders trust in- 
cludible in grantor’s estate at death. Tax 
Court upheld Commissioner on basis of 
Lehman case (109 Fed. 2d (99) where 
decedent had paid his brother for set- 
ting up trust by setting up similar trust 
conferring equivalent benefit upon his 
brother. 


HELD: Reversed. In Lehman case, 
establishment of “reciprocal” or “cross” 
trusts was technical device for realizing 
quid pro quo of bargain. Here, only 
motive for trusts was consideration of 
love and affection for the dependent 
members of family. Similarity of action 
occurred because spouses were confi- 
dent they together had arrived at wise 
and benevolent decision concerning wel- 
fare of their children. This unity of 
action and inter-dependent character of 
transactions were not sufficient to bring 
trusts within rule of Lehman case. 
Estate of Newberry v. Comm., U.S.C.A.- 
3, Feb. 11, 1953. 


Estate must have opportunity to pre- 
sent facts establishing right to deduc- 
tion for value of charitable remainder. 
Decedent created trust for wife. Trustee 
was authorized to invade principal of 
trust to extent necessary to meet any 
“unusual demands, emergencies, require- 
ments or expenses for her personal needs 
that may arise from time to time.” 
Power was intended to “Provide for 
emergencies arising from sickness, acci- 
dent or failure of investments.” Remain- 
der was to go to charitable institutions. 


Executor claimed charitable deduction 
on Estate Tax Return. Commissioner dis- 
allowed deduction. Executor paid tax 
and brought suit for refund. Collector 
asked for summary judgment on ground 
there was no genuine issue of any mate- 
rial fact and that he was entitled to 
judgment as matter of law. 


HELD: Motion denied. Executor 
should have opportunity on trial to pre- 
sent such facts as are relied upon to 
establish its right to deduct value of 
residual charitable trusts. Lincoln Ro- 
chester Trust Co., Executor of Estate 
of Harr v. McGowan, U.S.D.C., W.D.- 
N.Y., Jan. 22, 1953. 


Right to invade principal for ‘“com- 
fort” and “welfare” of beneficiary did 
not render value of: remainder, which 
passed to charity, unascertainable. Mass- 
achusetts decedent left residue of his 
estate to trustees to pay income to his 
sister, and “also to pay from the princi- 
pal any amounts in their discretion for 
her comfort and welfare,” with three 
quarters of the remainder passing to 
charitable organizations. Executors took 
deduction for charitable remainder on 
Estate Tax Return, which Commissioner 
disallowed. Executors paid tax and 
brought suit for refund, which District 
Court denied on ground that no reliable 
appraisal could be made of amounts 
charities would eventually receive under 
standard set up by testator. 


HELD: Judgment vacated and re- 
manded for further proceeding. Massa- 
chusetts adheres to general rule that, 
unless there are indications to contrary, 
one circumstance to be considered in sit- 
uations such as this, is beneficiary’s sta- 
tion in life and accustomed pattern of 
living. Here, life tenant was 84 years 
of age at time of decedent’s death, was 
blind and had an estate of her own of 
about $500,000. Since words “comfort” 
and “welfare” as used in decedent’s will 
are not as broad as “happiness,” “desire” 
or “use and benefit,” value of remainder 
passing to charity was ascertainable. 
Blodgett v. Delaney, U.S.C.A.-1, Jan. 
29, 1953. 


Claims agairst estate recognized as 


valid by state court and deductible for 
estate tax purposes. Decedent’s three 
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daughters presented claims against his 
estate totaling $131,652, which were 
allowed by administratrix, who was his 
widow. Affidavits presented by daugh- 
ters along with oral testimony at pro- 
bate court hearing showed that loans 
were made by daughters to enable de- 
cedent to pay income tax deficiencies at- 
tributable to refusal of Commissioner to 
recognize family partnership. Probate 
Court found that claimants were not 
volunteers, but expected repayment of 
their loans, and that decedent intended 
to repay them “as soon as such repay- 
ment should be convenient and practic- 
able.” Commissioner disallowed deduc- 
tion on decedent’s return. Tax Court sus- 
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tained Commissioner on ground that 
“part of the probate record which was 
placed in evidence indicates that there 
might have been consent, agreement or 
collusion, as to render the transaction 
not binding on this Court.” 


HELD: Reversed and remanded for 
further proceedings. While Probate 
Court proceeding was not active and 
genuine contest since every party to 
proceeding agreed that claims were 
valid, nevertheless administratrix was 
party having interest adverse to daugh- 
ter’s, for her share as widow of dece- 
dent would be decreased by more than 
$30,000 by payment of claims. Accord- 
ingly, it was to be presumed that her 
consent was bona-fide recognition of 
validity of claims. Estate of Goodwin v. 
Comm., U.S.C.A.-6, Jan. 28, 1953. 


Trust for children includible in dece- 
dent’s estate with exception of portion 
representing value of children’s support. 
In 1930, when decedent and wife sepa- 
rated, he created trust with 12,000 shares 
of stock, income payable to his wife. He 
retained power to alter, amend or re- 
voke in conjunction with her. When wife 
filed suit for divorce in 1931, property 
settlement was made and trust agree- 
ment modified to permit withdrawal of 
5,500 shares of stock for wife. There- 
after, decedent transferred 500 more 
shares to trust. After this amendment, 
trust income was payable to wife to be 
applied for support of two children, 
When son reached age 25, income was 
payable directly to him. Income from 
daughter’s share was payable directly 
to her after she attained age 18. Each 
child’s share of corpus was to be dis- 
tributed upon attaining age 35. At time 
of decedent’s death, he still had power 
to alter, amend or revoke in conjunction 
with former wife. Children at this time 
were receiving income payments directly. 
Commissioner included shares remaining 
in trust in decedent’s estate. 

HELD: Decedent had gone beyond his 
legal obligation to his children in creat- 
ing trust, for income from trust was far 
more than required for children’s sup- 


port. Furthermore, recital in decedent’s 
will in which he left each child $5.00, 
that “my reason for making such be. 
quest is that I have previously made a 
settlement upon (them) from my estate” 
was evidence that decedent was doing 
more in setting up trust than merely 
meeting his legal obligations of support, 
The arrangement had aspects of testa- 
mentary disposition. Since wife did not 
possess a substantial adverse interest, 
trust was taxable under Section 811(d) 
(2), but there should be excluded, a; 
transfer for consideration in money or 
money’s worth, value of children’s sup 
port which was found to be $30,000, 
McDonald v. Comm., 19 T.C. No. 85. 


INCOME TAX 


Payments to widow of deceased officer. 
stockholder deductible. Taxpayer corpo. 
ration was engaged in insurance broker. 
age business. In 1942 vice president, whi 
was responsible for large part of busi- 
ness, suggested that pension plan be 
adopted so that upon death of any on: 
of three officers, his surviving widov 
could continue to receive some income 
Draft of Pension Agreement by attorney; 
was submitted to officers at meeting ii 
1943, with understanding that agree 
ments for each officer would be draw 
in exact accordance with draft, but m 
such agreements were ever signed. As 
finally approved, agreement provide 
that if any officer died while receiving 
compensation from corporation or ow?- 
ing its stock, corporation would pay his 
widow a pension for not more than 20 
years based on percentage of combined 
salaries of surviving officers. After vice 
president’s death, corporation paid his 
widow $6,000 in 1945 and in 1946. These 
amounts were not in excess of reason- 
able worth of his services. Commissioner 
disallowed corporation’s deduction for 
such amounts on its income tax returns. 


HELD: Commissioner is overruled. 
While agreement had never been signed, 
attorney had advised corporation in 1943 
that since it had been agreed at meeting 
that final draft would be binding pension 
agreement, it represented firm agree- 
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ment, notwithstanding lack of formal 
execution. In making agreement, corpo- 


“fration sought to retain valuable services 


of vice president. Contract was fair and 
entered into at arm’s length by parties 
with conflicting interests. Compensation 
paid did not exceed reasonable value of 


‘This services and since parties apparently 


had authority to bind corporation, pay- 
ments were deductible as ordinary and 
necessary expenses. Bleicrolder, Bing & 
Co., Inc. v. Comm., T.C. Memo, Feb. 11, 
1953. 


Foundation taxable as trust, though 
not exempt under Code Section 101(6). 
Taxpayer, a Foundation, was created by 
trust agreement dated December 24, 
1928. Purpose of Foundation was to 
promote “charitable, educational, religi- 
ous, literary, scientific and social ad- 
vancement, including music and the arts, 
among all mankind.” Included in assets 
transferred to trust were shares of 
stock in two corporations. Prior to 1943, 
Foundation was regarded as trust. In 
1943, Foundation acquired all outstand- 
ing stock of the two companies, which 
were competitive businesses, and there- 
after, dissolved the corporations and 
continued to operate business for profit. 
For fiscal year ended June 30, 1948, 
Commissioner determined that Founda- 
tion was not exempt organization under 
Section 101(6) of Code, and further, that 
it was an association taxable as a cor- 
poration. 

HELD: On first point, Foundation was 
not exempt; on second, Foundation was 
taxable as trust. Foundation was not 
exempt because businesses were oper- 
ated for profit. However, businesses were 
“feeder” types of organizations, supply- 
ing Foundation with funds which it con- 
tributed to charitable organizations. To 
extent that such charitable contributions 
were made, deduction would be allowed 
under Section 162(a). Arthur Jordan 
Foundation v. Comm., T.C. Memo. Feb. 
10, 1953. 


Girt TAx 


Revocable trust not completed gift. 
On or about Jan. 1, 1943, taxpayer’s 


attorney received from taxpayer 800 
shares of brewing company’s stock to 
be held in trust for taxpayer’s daugh- 
ter. Attorney orally declared himself to 
be trustee of such trust. Some six months 
later, attorney as trustee executed writ- 
ten declaration of trust under which he 
declared himself trustee of stock for 
benefit of taxpayer’s daughter. Declara- 
tion of trust was not “expressly made 
irrevocable.” Federal and State gift tax 
returns were filed in which value of gift 
was reported as $30,000. In 1944, brew- 
ing company was dissolved and limited 
partnership was formed. Attorney died 
in 1946 and property was transferred to 
guardian appointed for beneficiary. In- 
terest of trust beneficiary was worth 
about $150,000 at this time. Upon peti- 
tion of guardian, California court de- 
creed in 1947 that trust was irrevocable. 
Commissioner then assessed gift tax 
deficiency against taxpayer of $71,195 on 
ground that trust of 1943 was revocable 
and no gift was made until 1946 when 
transfer was made to guardian. 


HELD: Commissioner sustained. Trust 
of 1943 was revocable and attempt to 
have it declared irrevocable was ineffec- 
tive for tax purposes. Decree of Cali- 
fornia court would have been conclusive 
had it represented independent judgment 
in real controversy. Newman v. Comm., 
19 T.C. No. 87. 


RULINGS 


Charitable trust deductions. Section 
29.162 of Regulations 111, relating to 
limitations on deductions for charitable 
contributions of trusts which are sub- 
ject to Supplement U, or have engaged 
in prohibited transactions, or have un- 
reasonable accumulated earnings, has 
been amended. JT. D. 5988, approved 
Feb. 16, 1953. 


Application of Federal Estate and 
Gift Tax Laws to life insurance pur- 
chased out of Louisiana community prop- 
erty. Married man domiciled in Louisi- 
ana who takes out insurance policy on 
his life, in which incidents of ownership 
are reserved to insured, possesses such 
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incidents of ownership in policy as 
agent of community and not solely in 
his own rights. Estate and gift tax con- 
sequences are as follows: 

1. Upon death of insured husband, 
one-half of policy proceeds are includible 
in his gross estate for tax purposes. 

2. If beneficiary is third party, death 
of husband would constitute completed 
gift (subject to gift tax) by wife of one- 
half of policy proceeds; and 

3. In event of wife’s prior death, one- 
half of then value of policy would 
be includible in her gross estate for 
estate tax purposes. Letter dated Nov. 
21, 1952, signed by H. T. Swarts, Head, 
Technical Ruling Division. 
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RECENT FIDUCIARY DECISIONS 


ASSETS — Business —- What Const- 
tutes Income When Trustee Con- 
tinues to Operate a Sole Proprietor- 
ship — Management Powers of 
Trustee 


Ohio—Supreme Court 
Holmes v. Hrobon, 158 O.S. 508. 


The following extracts are from the 
syllabus of the case. It should be borne 
in mind that the business in question was 
not incorporated but had been operated 
by the testator as a sole proprietorship 
and was continued under that mode of 
operation by the trustee. 


A testator who started a business with 
capital of about $3,000 built and operated 
a large successful business without 
further capital except the current profits 
realized in operation. In his will he 
created a trust consisting of all the net 
assets of his estate. The assets consisted 
solely of a going business, consisting of 
at least two activities, and property, 
real and personal, used in the operation 
of that business. He empowered the 
trustee in the exercise of his discretion 
to carry on all business conducted by the 
testator at the time of his death for such 
time as in the judgment of the trustee 
would be for the best interest of the 
estate, and expressed the wish that the 
business be continued so long as profit- 
able. By other language in the will he 
indicated an intention to grant broad 
powers to the trustee. He directed that 
all the income from his business, “after 
the payment of operating expenses and 
taxes and other charges” and certain 
enumerated monthly legacies, should be 
paid to testator’s wife during her life. 
The net assets of the estate did not in- 
clude working capital with which the 
trustee could operate the business. The 
trustee used portions of the current 
profits realized from operation of the 
business as capital for the operation, 
maintenance and expansion of the busi- 
ness. The widow, as life tenant, asserted 


unlawful diversion of income and denial 
to her of income due her under the will. 


HELD: (a) The trustee has power 
under such testamentary provisions to 
continue operation of the business by 
using a portion of the income derived 
therefrom as capital for operation, main- 
tenance and expansion of the business 
consistent with the manner of operation 
thereof by the testator and consistent 
with sound business judgment so long as 
the business is operated profitably and 
the widow, as life tenant, currently re- 
ceives a reasonable share of such income. 


(b) Such trust is not a static trust 
but is an active trust in which all the 
assets which constitute the trust corpus 
are used in the operation of the business, 
and the amount of the trust corpus should 
be shown in the books of account as the 
initial capital in the hands of the trustee. 
Such amount representing the corpus 
must not be reduced as a result of opera- 
tion of the business, and such use of in- 
come by the trustee must not be per- 
mitted to result in currently increasing 
the corpus. 


(c) The books of account should be so 
kept as to reflect currently the total net 
assets of the trust. The difference be- 
tween the total net assets and the original 
amount of the corpus will represent addi- 
tions to capital, resulting from the trus- 
tee’s use of income, and the life tenant 
will be entitled to receive the amount of 
additional capital so supplied from in- 
come upon sale of the business or ter- 
mination of the trust, but such payment 
to her shall not reduce the amount of 
original corpus. 


(d) Under the broad powers granted 
in the will the trustee may use income of 
the business to purchase a competing 
business if sound business judgment 
would approve such purchase as being 
for the benefit of the trust and if the 
life tenant continues to currently receive 
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a reasonable portion of the income. The 
amount so expended for goodwill should 
be shown as a capital expenditure and 
should be written off by amortization 
charges over such period of years as is 
consistent with sound business account. 
ing. 

(e) Where the trustee personally 
operates the business and is peculiarly 
valuable in its operation, it is consistent 
with sound business practice to insure 
the life of the trustee for the benefit of 
the trust, and under the broad power; 
above stated the annual premiums on 
such insurance are properly chargeable 
to operating expense. 


(f) Interest on obligations of the 
testator up to the date of his death is 
to be considered a debt of the estate, but 
where as here the estate includes a going 
business, the operation of which business 
is continued by the trustee for the benefit 
of a beneficiary under the will, and it is 
in the interest of such beneficiary not 
to pay certain obligations of testator in 
settlement of the estate but to carry them 
as obligations of the trust, the interest on 
such obligations accruing from the date 
of testator’s death is an expense of opera- 
tion of the business. 


(gz) Where the widow of a testator is 
bequeathed for life the income of a 
going business which is to be operated 
by a trustee, she is entitled to such in- 
come from the time of the death of the 
testator in the absence of anything in 
the will to the contrary, notwithstanding 
the fact that she is allowed an amount in 
money for her year’s support pursuant 
to Seetion 10509-74, General Code. 


COMPENSATION — Executors of Es- 
tate of Donee of Power of Appoint- 
ment Not Entitled to Commissions 
on Property Subject to the Power 


New York—Surrogate’s Court, N. Y. Co. 
Matter of Rothfeld, N.Y.L.J., Feb. 18, 1953. 


A nephew had a testamentary power 
to appoint the principal of a trust estab- 
lished under the will of his uncle. The 
nephew exercised the power by directing 
that the appointive property be applied 
to the payment of his debts, funeral and 
administration expenses, and estate taxes. 
The question was whether the executors 
of the nephew’s estate should be allowed 
paying and receiving commissions on the 
property so appointed. The contention of 
the executors was that they should be 
paid such commissions because the direc- 
tions in the nephew’s will were tanta- 
mount to an appointment of the property 
to the nephew’s estate. 


HELD: It was never intended that the 
appointive property be mingled with the 
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assets of the nephew’s estate. On the 
contrary, it was intended that the fidu- 
ciaries acting under the uncle’s will be 
charged with the administration of the 
property subject to the power and with 
its application to the payment of the 
debts, taxes and expenses of the nephew’s 
estate. Hence, no receiving and paying 
commissions based on the appointed as- 
sets should be allowed to the nephew’s 
executors. 


DISTRIBUTION — Garrett Case Final- 
ly Determined 


Pennsylvania—Supreme Court 
Garrett Estate, 94 A. (2d) 357. 


Henrietta E. Garrett died in 1930 in- 
testate as to her residuary estate of 
wer $17,000,000. Nearly 26,000 claims 
were filed by persons claiming the estate 
as next of kin. Some 2,000 hearings were 
held by the Master & Examiners ap- 
pointed by the lower court, at which the 
testimony of over 1,100 witnesses was 
taken, making a record of over 115,000 
pages. The Master filed a 900 page re- 
port in which he found that three first 
cousins were entitled to the estate. Ex- 


page adjudication, and the report was 
adepted by the court. Fourteen appeals 
were taken. 


HELD: Affirmed. “It is not ... sur- 
prising to find, 22 years after the death 
of Henrietta E. Garrett that some per- 
sons will sincerely believe that they are 
entitled to her estate as next of kin 
and cannot understand how any Court 
can fail to recognize their close rela- 
tionship to their dear and treasured Hen- 
tietta whom they never saw or knew but 
of whom they have recently become so 
fond. In view of all the facts, the bur- 


den of proving any claim at this late 
date must in fairness and justice be a 
heavy one for, unlike Tennyson’s brook, 
the Garrett Estate cannot go on for- 
ever.” 


One set of appellants based their claim 
on the relationship of second cousin; 
other claims were based on the conten- 
tion that Mrs. Garrett was in reality 
someone else to whom the claimants were 
related. No merit was found in these 
claims. The final claim rested on a let- 
ter written in 1912 in which the writer 
stated that in 1873, Mrs. Garrett had 
given the writer her baby to raise and 
the claimant was that baby. The Court 
dismissed this claim on the ground that 
the letter was inadmissible as a declara- 
tion of pedigree, since declarant was not 
shown to be a member of the family of 
Mrs. Garrett. 


INSURANCE Life Proceeds 
Awarded to Other Than Named 
Beneficiary 


Pennsylvania—Supreme Court 
Hundertmark v. Hundertmark, 372 Pa. 138. 


Decedent had the right to change the 
beneficiary under his group life insurance 
policy without the consent of the bene- 
ficiary, but he did not have the right to 
make an irrevocable designation of bene- 
ficiary. His wife was the named bene- 
ficiary in the certificate. In 1948 he made 
a property settlement and separation 
agreement with his wife in which he 
agreed that he would not change her 
as beneficiary unless they became 
divorced and she remarried. The insur- 
ance company was not informed of this 
agreement. They were subsequently di- 
vorced and he remarried. He then named 
his second wife as beneficiary on the 
certificate. At his death, both women 
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claimed the proceeds and the insurance 
company paid the money into court. The 
lower court awarded the proceeds, less 
certain expenses, to the second wife. 


HELD: Reversed. The lower court 
erred in failing to give effect to the 
insured’s contractual undertaking to con- 
stitute his first wife the irrevocable bene- 
ficiary. Such a contract, entered into for 
a valuable consideration, is binding as 
between the insured, or his volunteer, 
and the contractually determined bene- 
ficiary. So far as the insurance company 
is concerned, the one entitled to the pro- 
ceeds of a policy is the person named at 
the time as the beneficiary in accordance 
with the company’s rules and regula- 
tions. That is an entirely different mat- 
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ter than the question which this litigation 
presents. 


LIFE TENANT & REMAINDERMAN — 
Acceleration Denied Where Gift 
Over is to Unascertainable Mem- 
bers of a Class 


New Jersey—Superior Court, Chancery Div. 
Walsh v. Hulse, 93 A. (2d) 230. 


Will gave residue to executors with 
instructions to accumulate income until 
son, William, attained age 21. Thereaf- 
ter, son was to receive income for life. 
Upon son’s death, remainder was to pass 
to son’s issue in equal shares or if there 
were no issue, $500 was to be paid to 
decedent’s brother and balance to his 
sister. When life tenant was 52 years 
of age and his wife 47, he released 
completely his right to income and asked 
that corpus of trust be immediately dis- 
tributed to his two children, who were 
married and had children of their own. 


Guardian ad litem was appointed to 
represent infant defendants and possible 
unborn children of life tenant. Guardian 
contended (1) that gift over of trust 
remainder was class gift; that members 
of class cannot be ascertained until after 
death of life tenant; that the class is 
subject to being opened to admit after- 
born children; that court is without 
power to accelerate remainder under 
trust based on a release from life tenant 
at this time because individuals consti- 
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tuting class entitled to remainder after 
death of life tenant cannot be ascertained 
at this time; and (2) that acceleration 
of trust and distribution of remainder at 
this time would negate intention of testa- 
tor as expressed in his will. 


HELD: Application for acceleration 
denied. Gift “to the lawful issue of my 
son in equal shares .. .” was gift to 
a class. Gift to a class is gift of aggre- 
gate sum to body of persons uncertain 
in number at time of gift, to be ascer- 
tained at future time, who are all to take 
in equal: or some other definite propor- 
tion, the share of each being dependent 
for its amount upon actual number. It 
was entirely conceivable that life tenant 
might have other children born to him. 
Therefore, until his death no payment 
of principal could be made. 


LivinG TRusts—Savings Bank Trust 
Not Irrevocable 


Pennsylvania—Supreme Court 
Ingels Estate, 372 Pa. 171. 


In 1941 decedent opened a savings ac- 
count in trust for a named beneficiary. 
In 1942 she closed the account and opened 
another savings account with the same 
money in trust for claimant. About six 
weeks later she wrote to claimant saying 
that she had put a few thousand dollars 
in a savings account in trust for him and 
his heirs and expressing the hope that 
“when I die, it may come in handy... .” 
On three subsequent occasions decedent 
told claimant she was making him a 
birthday or Christmas present by de- 
positing $10 in the account. She also 
made two withdrawals of $100 each. In 
1950, six days before she died, decedent 
closed the account and transferred the 
balance of $6,750 to her checking account 
in another bank. Claimant contended that 
the letter made the trust irrevocable and 
that he was entitled to an award of the 
$6,750. The lower court denied the claim. 


HELD: Affirmed. No reason appears 
why savings accounts should be treated 
differently from other property in de- 
termining whether decedent intended to 
make irrevocable a trust which was ad- 





mittedly revocable at its inception. The 
general rule is that a trust does not 
arise unless the intent of the alleged 
settlor to create one clearly appears, 
While the letter and the gifts by way 
of deposits tend to support the inference 
of an intention to make the tentative 
trust irrevocable, other facts indicate a 
contrary intent, such as the reference 
in the letter to “when I die,” a declaration 
that she did not want claimant to have 
the money now, her prior experience in- 
closing similar accounts, the $100 with. 
drawals, the modest size of her invest- 
ment capital, the diminution of her in. 
come, her widowhood and her age. The 
inference is that decedent intended the 
money to become the absolute property of 
claimant only in the event she died with- 
out revoking the trust. 


POWERS OF APPOINTMENT — Power 
May Be Released 


North Carolina—Supreme Court 
Voncannon v. Hudson-Belk Co., 236 N.C. 709. 


Testator devised “to my beloved wife 
Sallie Smith the tract of land on which 
I now reside ... For the remainder of 
her natural life and then at her death 
to be disposed of according to her 
wishes.” The widow, the heirs at law, and 
the executor sold the land to the de- 
fendant who refused to accept it upon 
the ground that it would not vest in it 
a fee simple title. In a suit for specific 
performance the trial court adjudged the 
title good. 


HELD: Affirmed. The will gave the 
widow a life estate with a power to ap- 
point the remainder, with remainder over 
to the heirs at law if the power should 
not be exercised. A general power of ap- 
pointment not coupled with a trust or 
a beneficial interest in others may be re- 
leased. The widow may convey her life 
estate, she can release the power and her 
deed will have that effect, and the heirs 
own the remainder subject only to the 
power, which has been released. There- 
fore, the purchaser will get a good title. 


NOTE: This is the first North Caro- 
lina case in recent times holding that a 
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general power of appointment may be re- 
leased. The statute providing a method 
of releasing powers does not purport to 
declare what powers may be released. 
G. S. 39-33, 39-34. 


PowERS — Limitations — Sale to 
Administratrix’s Husband Voided 


Oregon—Supreme Court 
Dahlhammer v. Schneider, 252 P. (2d) 807. 


Dahlhammer died intestate on April 4, 
1926, leaving as his sole heirs at law 
his widow, Pearlettie, a son, George then 
18 years of age, and a daughter Edith, 
then 7 years of age. The widow married 
Bert R. Boice on June 15, 1927. Pearlettie 
was appointed administratrix and the 
surety on her administratrix bond was 
her husband, Bert. The only property 
of the estate was a tract of land ap- 
praised at $7,740. The plaintiff, George 
Dahlhammer, then over 21 years of age, 
executed a quitclaim deed to his mother 
covering this tract. 


She filed a petition in the Dahlhammer 
estate to sell it at private sale. A guar- 
dian ad litem was appointed for Edith. 
Subsequently a supplemental petition 
was filed indicating that George had no 
further interest in the land, and that the 
petitioner and daughter Edith were sole 
tenants in common. The surety on the 
sale bond was Bert. The sale was partly 
for cash and partly by giving a mort- 
gage, and the purchaser was Bert. The 
proceeds of the sale were accounted for 
in the estate and a part of the cash 
was admeasured to the widow and the 
balance, including the mortgage, was 
divided equally between the widow and 
her daughter, who was still a minor. 
This suit sought to set aside the quit- 
claim deed from George and also the 
sale of the administratrix. 


HELD: The quitclaim deed from 
George Dahlhammer could not be as- 
sailed as he was of age at the time of 
giving the same, and there did not ap- 


| pear to be any fraud or undue influence 


in connection therewith. However, there 
was fraud upon the daughter, Edith, by 
reason of Bert E. Boice having been 


the purchaser at the administratrix’s 
sale. The statutes of Oregon prohibit 
an executor or administrator from pur- 
chasing property from an estate, either 
directly or indirectly. This resulted in 
an indirect sale to the administratrix, 
at least as to the one-half interest owned 
by Edith. Accordingly Edith became the 
owner of an undivided one-half inter- 
est subject to a lien for one-half of the 
improvements placed thereon by Bert. 


REAL PROPERTY — Partition Denied 
Where Equitable Conversion In- 
tended 


Pennsylvania—Supreme Court 
Kikel v. Kikel, 372 Pa. 200. 


The will directed the payment of debts, 
gave legacies totaling $2,400 and divided 
the residue equally among five children. 
The estate consisted of $302 personalty 
and $22,500 real estate. The executor 
was given a discretionary power of sale. 
The executor collected $8,228 in rents 
and expended $8,438 in payment of debts, 
carrying charges and legacies. One of 
the children filed a bill in equity for par- 
tition of the real estate. The lower court 
dismissed the bill on the ground there 
was an equitable conversion under the 
will. 


HELD: Affirmed: The indications of 
an intent to convert (apart from a 
specific direction) are an absolute ne- 
cessity to sell in order to execute the will 
or such blending of realty and personal- 
alty as to show clearly that testator 
intended to create a fund out of both 
real and personal estate and to bequeath 
that fund as money. Here there is an 
absolute necessity to sell at least some 
of the real estate to pay legacies which 
amounted to eight times the size of her 
personal estate; also the words of the 
residuary clause indicate an intent to 
treat realty and personalty as one fund 
for distribution among five persons. 


REVOCATION & TERMINATION — Con- 
sent of Contingent Trust Benefici- 
aries — Jurisdiction Over Infants 


Arizona—Supreme Court 
Schuster v. Schuster, 251 P. (2d) 631. 
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Arthur Schuster, father of appellants 
Ruth and Arthur Marine Schuster, and 
brother of appellee Edward Schuster, 
executed a voluntary irrevocable trust, 
naming appellee as trustee. The net in- 
come from the trust was to be paid to 
the senior Arthur Schuster during his 
life, and upon his death to the two chil- 
dren. The trust agreement specifically 
stated “to be irrevocable without the con- 
sent of the trustee and all beneficiaries.” 


In 1940 suit was brought by the settlor 
against Edward Schuster and the appel- 
lants, Ruth and Arthur, at that time still 
minors. The sister was not named a 
defendant. A guardian ad litem was ap- 
pointed for the minors, who at that time 
were residing in New Mexico; no actual 
service was ever made on these minors. 
Answer was filed by the trustee and the 
guardian ad litem. A short time later an 
amended complaint was filed, praying 
for revocation and termination of the 
trust agreement. The trustee and the 
minors, through their guardian ad litem, 
answered the amended complaint jointly 
and were represented by the same at- . 
torney. The case was heard on the testi- 
mony of the settlor and judgment was 
rendered revoking and terminating the 
trust agreement. 


In 1947, appellants, Ruth and Arthur, 
having become of legal age, and both 
having married, filed a motion to vacate 
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this judgment. In 1949 appellant Roger 
Dale Schuster appeared by his next of 
friend, Arthur Marine Schuster, and 
asked to intervene. The motion was 
granted, but later the trial court made 
an order setting aside the original order 
permitting intervention, and also denied 
the motion to vacate the judgment. The 
appeal was from this order. 

HELD: Reversed. The judgment was 
not one in rem, but in personam, involv- 
ing the personal rights of the appellants. 
Jurisdiction of the court is determined by 
the residence of the infant, and not that 
of his guardian ad litem. In the absence 
of jurisdiction over infants, a court is 
without power to appoint a guardian ad 
item for them. A judgment which acts 
in personam may not be rendered against 
a defendant unless such defendant has 
been served personally with process with- 
in the territorial jurisdiction of the court 
or has voluntarily entered an appearance. 


Where the settlor reserves the power 
to revoke a trust only in a specified man- 
ner or under particular circumstances, 
he can revoke the trust only in that man- 
ner and under those circumstances. Under 
the trust herein, revocation was impos- 
sible without the consent of all the bene- 
ficiaries, including contingent beneficiar- 
ies. The appellants, being minors at the 
time of the first suit, could not consent, 
and apparently the sister was not made 
a party to the suit. The unborn children 
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of Ruth and Arthur, Jr. were contingent 
beneficiaries, and as such were necessary 
parties to the dissolution of the trust. 


Since all parties were not before the 
court, or had not (or could not have) 
consented to revocation of the trust, 
Superior Court was without jurisdiction 
to enter its original decree of dissolution 
and revocation, and the trial court was 
in error in denying the appellants’ mo- 
tion to set aside the original judgment 
and in refusing to allow Roger Dale 
Schuster to intervene. 


SPOUSE’S RIGHTS — Widow’s Award 
Not Waived by Antenuptial Agree- 
ment 


Illinois—Appellate Court 
In re Estate of Guttman, 349 Ill. App. 58. 


The widow of decedent in an ante- 
nuptial agreement had waived all rights 
which she might otherwise have had as 
dower in real estate, or by virtue of any 
statutory provision in lieu of dower, or 
might have had to a distributive share in 
any personal property of decedent’s 
estate. Because of that agreement, the 
executor of decedent’s estate contended 
the widow was not entitled to a widow’s 
award. The widow petitioned the Probate 
Court for an order allowing her a 
widow’s award. Motion denied. After a 
hearing de novo on appeal, the Circuit 
Court ruled in favor of the widow. The 
executor appealed. 


HELD: Affirmed. While the widow’s 
award may be released by an ante- 
nuptial agreement, the intention to re- 
lease was not manifested by this agree- 
ment. The widow’s award is not dower, 
nor in lieu of dower, nor is it a distribu- 
tive share in personalty. It is a preferred 
claim of the estate, and where it is 
neither released in terms nor by language 
sufficiently broad to include it, it should 
not be regarded as relinquished. 


SPOUSE’S RIGHTS — Widow’s Share 
Set Aside After Payment of Estate 
Taxes 


North Carolina—Supreme Court 
Wachovia Bank & Trust Co. v. Green, 
N. C. 654. 
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Action by executors and trustees forfyhile t 
instruction as to the allocation of federalftempt ° 
estate taxes. The decedent’s widow dis.fiax on 
sented from his will. She then contended HEL 
that federal estate taxes should be paid ubject 
out of that part of the residuary estat nd by 
passing to others. The trial court held ecutory 
that the widow’s share of the estate law. 
should be set aside after the payment of 
estate taxes. 


HELD: Judgment affirmed. A dissent. 
ing widow takes such share of the hus. 
band’s estate as is provided for her by 
the statute of distributions. The “debts” 
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law, because a federal tax statute cannot 
control, under the Tenth Amendment, 
state statutes governing the administra- 
tion of a decedent’s estate. The estate tax 
is payable out of the general funds of 
the estate, and falls upon the residue in 
the absence of testamentary provision 
to the contrary. A testamntary provision 
in this case is not applicable to the 
widow’s interest because she can claim 
no right whatever under the will. The 
decisions of other states which recognize 
community property or where there are 
special statutes authorizing apportion- 
ment in certain cases have no application 
to this case. 


NOTE: This decision is undoubtedly 
correct, but it casts doubt on the pro- 
visions of the federal estate tax law 
which direct apportionment, such as those 
relation to life insurance and appointed 
property. 








TAXATION — Estate & Inheritance — 
Contingent Interest in Trust not 
Subject to Inheritance Tax 


Nebraska—Supreme Court 
In re Mann’s Estate, 56 N.W. (2d) 621. 


Trust agreement provided that income 
and principal should be used for the care 
of the donor’s daughter, and on her 
death the remainder to be paid to donor's 
brother “or unto his heirs, legal repre- 
sentatives and assigns.” The brother died 
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forfwhile the life tenant was living. An at- 
eralitempt was made to levy an inheritance 
dis.ftax on the brother’s interest in the trust. 


ded HELD: The brother had no interest 
paid subject to inheritance tax since his heirs 
tate take by reason of the trust. Such an ex- 


heli eutory disposition is not contrary to 
me: law. 


t of 


TAXATION — Estate & Inheritance — 
ent-§ Provision in Codicil for Payment of 
nus-§| Administration Expenses Does Not 
‘by Include Death Taxes 


bts” 
Tennessee—Court of Appeals (Eastern Section) 


t be American National Bank & Trust Co. v. Man- 
lus. der, 253 S.W. (2d) 995. 


Ory 
te In the first item of his will, testator 
not @iirected his executor to pay all of his 
ent,giebts, “including funeral expenses and 
tra. gixpenses of administration.” In the 
tax @ourth item he left some nine million dol- 
. of Jars to a charity. The fifth item con- 
» jp @ained a residuary clause, and the sixth 
sion Qtem expressly provided that all state 
sion Gnd federal death taxes should be as- 
the sessed against the residuary estate. By a 
aim gcodicil the testator provided that “all the 
The #expenses of the administration of my 
nize estate” should be paid from the bequest 
are §0 the charity. In an action to construe 
on- gihe will, the residuary legatees contended 
-ion [that the codicil revoked the sixth item of 
the will, and that all death taxes should 
te paid out of the bequest to charity. 
The Chancellor held that death taxes 
were not included in the term “expenses 
if administration” and that the codicil 
did not revoke item six. 


HELD: Affirmed. It was stipulated 
that the will was drawn by an experi- 
enced attorney. The term “expenses of 
administration,” under all of the author- 
ities, does not include death and suc- 
cession taxes, and there is no indication 
that the testator or his attorney in- 
me § ended to use the term in any other than 
are fits usual legal sense. The Tennessee In- 
ner | heritance Tax statute itself lists the two 
y’s Fitems as being entirely separate. If the 
ye- J Will were construed as sought by the 
ied Btesiduary legatees, the bequest to the 
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charity would have been reduced from 
over nine million dollars to approximate- 
ly one-half million. No such intention on 
the part of testator in executing the 
codicil was shown. 


WILLs — Construction — Fee Sim- 
ple Estate Determinable Upon 
Marriage 


Florida—Supreme Court 
Raulerson v. Saffold, 61 So. (2d) 926. 


Testator appointed his wife as his 
executrix and devised his estate, inciud- 
ing real property, to her “‘to be held, con- 
trolled, used, pledged, mortgaged or sold 
by my executors (sic) hereinafter named, 
in any manner that in her careful judg- 
ment may seem to be to the best interest 
of herself and to the estate so long as 
she remains single.” The appellants, 
whose interest is not disclosed by the 
opinion, attacked deeds executed by the 
widow, who had not married, after she 
had been discharged as executrix. 


HELD: The widow took an estate in 
fee determinable upon her remarriage, 
the condition being valid. The power of 
sale, being absolute, and the event upon 
which the estate was determinable not 
having occurred, the deed of the widow 
conveyed a fee simple estate. 


WILLs — Construction — Legacies 
of Stock Not Adeemed by Sale 
During Testator’s Lifetime 


New York—Appellate Division, 3rd Dept. 
Matter of Fitch, 281 App. Div. 65. 


Will gave a stated number of shares of 
common stock and a stated number of 
preferred stock to various legatees. When 
the testator signed the will, he owned 
all of the shares, but he sold them before 
he died. After the testator sold the 
shares, but before his death, the corpora- 
tion split up its common stock and issued 
three new shares for each share of the 
old. The question was whether the 
legacies were adeemed. 

HELD: The bequests of the stock are 
general legacies which were not adeemed 
by the sale. It was the intention of the 
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testator, moreover, that each legatee of 
the common stock receive three shares 
for each share bequeathed under the 
will. 


WILLs — Construction — Life Ten- 
ant with Unlimited Power of Dis- 
position Held to Have Absolute 
Title 


Tennessee—Supreme Court 
Long v. Wood, 253 S.W. (2d) 731. 


By his will, written in 1916, testator 
gave his widow a life estate in certain 
property, and provided that at her death 
the property was to be placed in trust 
for his two children. Provision was made 
for the trustees to hold the property un- 
til the children became capable of man- 
aging it themselves. Testator provided 
that if either child died before termina- 
tion of the trust, “his share shall con- 
tinue in trust for his legitimate issue.” 
If either died without issue, “his share 
reverts to his brother.” The will then 
provided, “Should both children die be- 
fore their mother she may dispose of the 
estate as she sees fit.” 


Both sons did predecease their mother, 
but one left a child surviving. In a suit 
to construe the will, the trial court held 
that the widow owned the property out- 
right under the rule prevailing in Ten- 
nessee at the ‘date of the will (since 
changed by’ statute) that a life tenant 


with your California 
trust problems 


Call*'The bank of personal service’’ 


UNION BANK 
& TRUST CO. 


of Los Angeles (8th & Hill) 


WE HAVE NO BRANCHES « CABLE ADDRESS: UNIONBANK 


227 








with unlimited power of disposition has 
an absolute title. The child was held to 
have no interest in the property. 


HELD: Affirmed. The contention of the 
grandchild is that testator meant for his 
widow to have a life estate but for his 
sons or their issue to have the remain- 
der. In effect this contention is that 
testator meant for the widow to have 
absolute power of disposition only if 
both sons predeceased her leaving no 
issue of their own. However, this is not 
the language used by the testator. He 
simply provided that if both sons pre- 
deceased the widow, then she should have 
that power. No provision was made for 
the issue of the sons in the event of the 
widow’s outliving them both. Consequent- 
ly the court cannot supply the words 
“without surviving issue” to the last sen- 
tence of the clause in question. Had the 
testator intended for such disposition of 
his property to be made, presumably he 
would have used language appropriate 
to achieve that result. 


WiLts — Construction — Trust 
Created Despite Absence of Word 


California—District Court of Appeal 


Estate of Easley, 115 A.C.A. 579 (Jan. 23, 
1953). 


Easley’s will in Clause VIII set up a 
trust with a bank for his son William, 
Jr., to be paid over in thirds to the son 
at age 25, 30 and 35. By holographic 
codicil made some eleven years later, he 
eancelled Clause VIII, referred to the 
executor’s desire “to keep our property 
intact” and directed him to pay the bal- 
ance of a certain sum to Security-First 
National Bank with instructions to keep 
the money invested in cash account and 
not to pay the money to the son except 
in case of need. At the end of five years, 
one-half was to be paid over, and at the 
end of another five years the balance. 
The son contended that this did not set 
up a trust and that he was entitled to 
outright distribution from the estate. 


HELD: A trust was created since the 
intention to create the trust, its subject, 
purpose and beneficiary were identified, 
although the term “trust” was not used. 


WILLs — Probate — Letter Written 
by 20 Year Old Soldier Valid as 
Will 

New Jersey—Supreme Court 
In re Knight's Estate, 93 A. (2d) 359. 


Decedent, a resident of New Jersey, 
was a private in United States Marine 
Corps. While at sea en route to Korea, 
he wrote a letter to his uncle directing 
distribution of his personal property in 
event of his death. He died in combat 
when only 20 years of age. Uncle offered 
letter for probate as will of decedent. 
Surrogate denied probate because of non- 
age of decedent and complaint was filed 
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in County Court. County Court upheld 
Surrogate. 


HELD: Reversed and probate ordered. 
Section 3:2-2 of New Jersey Revised 
Statutes, provides that: “Wills made by 
a person within the age of twenty-one 
years, or by an idot, lunatic or person 
of non-sane mind and memory, shall not 
be valid.” On the other hand, R. S. 3:2-7 
provides that: “Disposition of moveables, 
wages and personal estate may be made 
as heretofore by a soldier while in actual 
military service or by a mariner or sea- 
man while at sea and nothing contained 


in this chapter shall affect such disposj. 
tion.” 


At common law a soldier in actiy 
military service could validly dispose ¢ 
his personal property notwithstandiy 
his non-age. When Legislature enacted 
R. S. 3:2-7, it contemplated that soldien 
and sailors in actual military serviq 
would be exempt from full age require 
ments of Wills Act as well as its forma 
requisites, and that consequently their 
wills of personalty would be subject to 
early common law principles. 
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